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SIMON NELSON PATTEN 
lenth President of the American Economic Association, 1908 


Simon Nelson Patten was born at Sandwich, Illinois, M:z ry 1, 1852, and 

d at the age of seventy at Browns Mills, New Jersey, July 2, 1922. 
\fter atte nding Northwestern Unive rsity 1874-76, he went abroad to study 

| received the degrees of A.M. and Ph.D. at the University of Halle, 
Germany, in 1878. The University of Illinois conferred upon him the 
LL.D. de ‘gree in 1905. 

me Patten was principal of public schools in Ilinois and Lowa 1882-85 

d thereafter professor of political economy and head of the Economics 
Department at the University of Pennsylvania until his retirement in 
1917. He was active in the foundation of the Wharton School of Commerce 
ind Finance and closely associated with its work and development. He 
also took a special interest in the activities of the American Acade ‘my of 
Political and Social Science. 

In 1908 Professor Patten was selected President of the A.E.A. The sub- 
ject of his presidential address, delivered at the twenty-first annual meet- 
ing, was, “The Making of Economic Literature.” 

Patten’s numerous writings show the work of a vigorous and original 

ind which stimulated and provoked thought and research of others. He 

knowledged particularly the influence of J. S. Mill, and, like Mill, he 
vas a social philosopher who never limite d himself to the traditional 
economic field. His excursions into related subjects frequently involved 
him in controversies with specialists who found it difficult to accept many 
his views, and his unconventional departures from traditional interpreta- 

elicited interesting contributions from economists both here and 
broad. 
His chief publications were Premises of Political Economy (1885), Theory 
f Social Forces (1896), Development of English Thought (1899), Theory 
f Prosperity ( 1902) , Heredity of Social Progress (1903), and New Basis of 


( lization (1907). 


\n excellent account of Patten’s life and works by H. R. Seager may be 
Essays in Economic Theory, edited by R. G. Tugwell (1924). 


iber 10 of a series of photographs of past presidents of the Association 
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The American Economic Review 


VOLUME XXXIV JUNE, 1944 NUMBER TWO 


SCARCE RAW MATERIALS: 
AN ANALYSIS AND A PROPOSAL 


By Myron W. Warkins* 


In the development of political economy, alike as an academic dis- 
cipline and as an art of government, there has been evinced from time 
to time a disposition to treat the range of problems concerned with 
what may be broadly termed raw material supply as distinctive. 
Indeed, from the middle of the eighteenth up to the middle of the 
nineteenth century, it would hardly be an exaggeration to say that 
problems of raw material supply were generally regarded by economists 
as not only peculiar but crucial. Thus, the Physiocrats accounted the 
raw-materials producing industries the unique source of the social net 
product. While Adam Smith disputed the contention that agriculture 
and mining were the sole source of the Wealth of Nations, even he was 
willing to allow that “the labor of [those engaged in cultivative and 
extractive industries] is certainly more productive than that of mer- 
chants, artificers, and manufacturers.” And he added that “Of all the 
ways in which capital can be employed, it [agriculture, mining and 
fisheries] is by far the most advantageous to the society.” 

Though Ricardo and Malthus could agree on few things, they were 
in agreement on this: that the economic processes in which Nature 
plays an important réle and displays most clearly her munificence or 
her parsimony (according to the way one interprets her fecundity) are 
decisive in determining the rate and the limits of economic progress. 
The law of diminishing returns was raised, by both of them as well 
as by their immediate followers, very nearly to the rank of suprema 
lex. Yet who, after von Thiinen, gave it more than passing mention? 
In the sphere of political action, the struggle over the corn laws in 
England and public land policy in the United States continued through- 
out this period to be the storm centers of controversy. 

After the middle of the nineteenth century, however, economics no 
less than economic statesmanship became increasingly concerned with 
the rdle of capital in the productive process, and with the relations of 
capital and labor in industrial organization. Latterly the focal point of 


* Professor of economics, University College, New York University. 
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interest appears once more to be shifting. Even before the war there 
was discernible a tendency, both in theory and in practice, toward a 
reappraisal of, for one thing, the significance of technology and, for 
another, the part played by raw materials availability, in moulding the 
economic process. The exigencies of war have heightened the unwonted 
professional, as well as popular, interest in these previously relatively 
neglected factors conditioning economic provisionment. It is with the 
latter alone that we are here concerned. The topic will be discussed 
under two headings: (1) nature and scope of the problem; (II) out- 
line of appropriate policy. 


I. Nature and Scope 


Abstractedly considered, there is no great difficulty in defining the 
term “scarce raw materials.” They are the yield of what may be broadly 
described as the initial stages of production: the cultivation or extrac- 
tion and preliminary refining, preparation, or compounding of “natural” 
products.’ Since they represent the outcome of operations which entail 
“costs” of various kinds, they are invariably “scarce’”—they can be 
had only at a price. But the category of scarce raw materials thus con- 
ceived hardly presents a “problem,” by itself. In this abstract light, 
it appears merely as one phase of the economic problem in general. 

It is in the concrete that the “raw materials” problem begins to 
emerge as a distinctive issue of policy—and that the difficulties of 
fixing its character and bounds pile up. Perhaps the most promising 
way to address one’s self to the question of just what these evidently 
essential elements of a functioning economy consist of is to ask how 
the “problem” of assuring reasonably abundant (but not excessive) 
supplies thereof at fair prices has arisen. Even slight familiarity with 
the economic history of the past quarter-century suffices to distinguish 
two radically different sets of circumstances which have prompted 
concern over the maintenance of economic health and economic security 
in this range of industries. 

In certain branches of agriculture and the extractive industries, the 
problem has been one of stemming an untoward trend in the direction 
of what the producers regard as overproduction and an insufferable 
decline of prices. Sugar, wheat, coffee, cotton, rubber, bituminous coal 
and petroleum illustrate this type of conjuncture. To whatever factors 


*For those meticulous persons who are more concerned with taxonomy than with eco- 
nomic practice and policy, this would doubtless be an unsatisfactory definition. They 
could point out that what is suggested comes closer to describing a region than to drawing 
a precise boundary line. They may be right; though we might add that experience leads 
us to suspect that most definitions, particularly in economics, are subject to the same 
criticism. Nor, so far as our observation goes, is their utility thereby greatly impaired 
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the developments noted may be traced in specific instances, the outstand- 
ing fact is that the alleviation of these conditions has been sought by 
producing interests. It is in response to their agitation for relief from 
prospective “ruin” that various expedients have been tried, both in 
this country and abroad, for “saving” one or another of these industries, 
and thus supposedly forefending future “scarcity.” 

On the other hand, wide public concern has likewise been manifested 
over the development, in certain other directions, again both within and 
without the agricultural field, of opposite tendencies—tendencies toward 
what the consumers regard as an undue restriction of supplies and an 
unconscionable advance of prices. Quinine, mercury, copper, tin, alumi- 
num, anthracite coal, asbestos, alkalis, sisal, dyes, and industrial 
diamonds will serve to illustrate this type of conjuncture. Whether the 
alleged underproduction of these materials is the result of concerted 
contrivance by private interests, or the outcome of coercive curtailment 
by strategically situated governments, the dominant fact is that con- 
sumers have been the principal complainants. It is in response to agita- 


tion from this quarter that ameliorative measures have been projected 


for counteracting the untoward developments. 

It appears, thus, that the “raw materials” problem is not simple 
and homogeneous. It illustrates the adage that there are two sides to 
every question. In some directions, at times we are provided with “too 
much.” In the same directions at other times or in other directions at 
the same time we are faced with “too little.” There is the problem of 
checking superabundance, to the end of affording a decent livelihood 
or a fair return to producers. No less an occasion for concern is the 
problem of overcoming scarcity in the interests of the “convenience” 
of consumers. Moreover, it has to be recognized as one of the signal 
complications of the problem that deficiency and excess each tends to 
beget the other. An acute shortage evokes responses spurring produc- 
tion, however haltingly, toward “more than enough.” Witness nitrates. 
Overproduction tends to bring about, perhaps slowly, but surely, cur- 
tailment of output or new applications—and therewith dearth. Wit- 
ness acetic acid. Shortage and surplus are not fixed characteristics of 
any industry; but oscillation between them may be. 

There is, of course, no hard and fast rule determining on which side 
of the fence any particular raw material will be found at any given 
time, or indeed that it must be in one category or the other. Salt, 
lumber, wood pulp, iron, wool, and potatoes are subject, some of them 
to considerable variations in their annual rates of supply, and some of 
them to potential expansion or pervasive restriction in a high degree. 
Most of them have, in fact, at times been available in “surplus supply,” 
and in particular regions most of them have occasionally been severely 
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“short,” for one reason or another. Yet, at least in this country, none 
of them has been the object of determined, ad hoc “market corrective” 
measures by public authority or with official sanction.’ Nevertheless, 
the “balance” of supply and demand in respect of these raw materials, 
as well as of numerous others which might be added, must be recog- 
nized to be a precarious one. This is attested, in one way, by the fre- 
quency with which concerted market regulating schemes have been 
attempted in various branches, or segments, of these industries within 
the domestic sphere. The lumber industry furnishes an outstanding 
example of this tendency. In another way, it is attested even better by 
the sporadic but persistent efforts of those foreign governments whose 
nationals have a relatively large stake in the production of one or an- 
other of these materials (or the efforts of these producers with their 
respective governments’ sanction) to effect a “rationalization” of the 
flow of supplies.* 

Again, there is no simple mechanical test for determining exactly the 
dividing line between “too much” and “too little” in respect of the 
supply of any particular raw material. As with all other goods, scarcity 
and abundance are wholly relative terms. The adequacy of supply de- 
pends upon the current scale and intensity of demand and on the cur- 
rent conditions of production. Patterns of demand and the ways of 
technology do not “stay put.” They are constantly shifting. Want 
abides, but particular wants are often transitory and in the social aggre- 
gate “invariably variable.” Technology we shall have always with us, 
but particular technological usages are born, grow old and pass away. 
Even if convention gives a certain stability to the directions of demand, 
the volume of purchasing power exhibits no perceptible tendency 
toward constancy. Even if costs for any given material have their 
irreducible minima and are in some degree standardized, over wide 
areas they show no signs of becoming either stationary or uniform. 

It is not easy in these circumstances to determine where “too little” 
leaves off and “too much” begins, in reckoning the adequacy of sup- 
plies. Quebracho and latex in their respective natural habitats were 
once free goods, and it is not inconceivable that they may be so again 
in a not distant future. What amounts, by common consent, to a short- 
age now may constitute a plethora a year hence. What is available in 


? A possible exception might be noted, under the N.R.A. dispensation; but the concerted 
and coercive regulation then attempted was general in compass. It was not directed 
specifically to “raw material” industries as a class. 

*The successive Australian wool pools and the series of Scandinavian wood-pulp 
cartels are manifestations of the same forces which have projected coffee and rubber 
into the forefront of public concern over “raw material shortages,” even though in the 
former instances, due to their limited scope, the restrictions imposed may have had only 
a comparatively slight incidence upon the American markets. 
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superfluity today may be tomorrow’s crying lack, as experience attests. 
For this has happened within a single generation in numerous instances, 
of which perhaps the three most conspicuous ones are coal tar, gaso- 
line, and magnesium salts. In view of these contingencies, at what rate 
is the investment in fixed capital to be amortized? And what consti- 
tutes a fair return by way of rent on the lands containing deposits of 
“scarce’—and exhaustible—mineral resources? It cannot be over- 
emphasized that costs are not “opaque” phenomena. They are a matter 
of imputation. They are as elastic and variable as human judgment. 
No more is consumers’ need, or convenience, objectively measurable. 

Notwithstanding all the manifold difficulties standing in the way of 
an exact assessment of costs and a nice determination of values, prac- 
tical exigencies constrain us to recognize that there is in respect of 
every specific supply problem a scale of adequacy. For each raw ma- 
terial there is a rate of supply in the matrix between the ever-receding 
past and the oncoming future which is most “convenient” all around. 
A supply that falls short of, or exceeds, that rate exacts sacrifices of 
some interests that outweigh the benefits conferred upon others. Prob- 
ably no one has the conceit that he could fix the precise rate of output 
of a particular material in a given period which would bring into equi- 
librium all the diverse and divergent interests on both sides of the 
market, which would strike an equitable balance among the vested 
interests of traditional occupations and “sunk” capital; the opportunity 
interest of nascent enterprise with untried but promising techniques, 
new capital seeking investment and eager hands seeking employment; 
the competitive interests of suppliers of substitute materials; the 
bargain-seeking interests of direct consumers, old and new, actual and 
potential; the weal interests of ultimate consumers, rich and poor, 
near and remote; and a host of other interests, economic, political, and 
cultural, too numerous to mention. 

But though few, if any, would presume to have the comprehensive 
grasp of facts and the ingenuity to marshall and weigh those facts which 
would enable them to compose all the conflicts of interest and deter- 
mine precisely the optimum adjustment of supply and demand in re- 
spect of even a single raw material, there are still fewer of us who, in 
observing the course of events and in the practical conduct of our 
affairs, do not form judgments based upon a conception of just such 
an optimum. Everyone who goes to market finds some things plentiful 
and “wondrous cheap,” and some things scarce and “exceeding dear.” 
But plainly such judgments presuppose an optimum. And just as plainly 
” optimum presupposes the possibility of either “too much” or “too 
ittle.” 


So it is that, despite the inexpungable vagueness of the terms “scarc- 
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ity” and “abundance” as applied to raw material supplies, we find our- 
selves acting upon firmly held judgments that at certain times the 
volume available of some of these materials is “deficient” and of others 
“excessive.” The actions in which these judgments find expression may, 
in the first instance, be individual, sporadic and unorganized. If the 
consumer gets for his dollar guids too small a quo in the form of the 
goods he “demands,” he may shift his purchasing power to other chan- 
nels. If the producer (entrepreneur or employee) receives a return 
upon his contribution to the output of a particular raw material in- 
sufficient to maintain his living standards or to compensate him for 
the alternative opportunities thereby forgone, he may redouble his 
exertions, or endeavor to reduce his costs, either of effort or of outlay, 
or even withdraw his resources, at whatever sacrifice that may entail, 
and seek elsewhere his livelihood or fortune. 

These spontaneous self-corrective forces may, of course, be too slow 
in their remedial action or too heavy in their cost to satisfy the dis- 
comfited party, be it either the consumer or the producer, who, as the 
case may be, bears for the time being the burden of enforced retrench- 
ment. There are, after all, limits of tolerance no less for consumer 
deprivations than for producer exertions. If the particular raw material 
(or its end products) sought by the consumer is regarded as necessary 
and the supply forthcoming as woefully inadequate, he may reinforce 
his purchasing power leverage with the leverage of the ballot. Witness 
the Hepburn Amendment aimed at the anthracite coal shortage. So, 
likewise, may the producer appeal his case from the tribunal of the 
market to the legislative forum, if the verdict of the former gives him, 
in his estimation, less than his deserts by a wide margin. Witness the 
A.A.A. program. Though the composition of conflicting economic inter- 
ests through the political process is fraught with grave risks of dis- 
sension and disunity, and affords no guarantee of either justice or 
economy, on the whole in the domestic sphere the expedient has 
probably yielded more of solidarity and common weal than it has cost. 
At any rate, there is evident no disposition to abandon attempts in this 
direction. 

The difficulties and dangers of a policy of economic appeasement 
pursued through political processes are compounded, when, as is not 
infrequently the case, political boundaries separate the bulk of the 
producer interests from a large segment of the consuming market. 
Under the international division of labor it so happens that many raw 
materials are produced, indeed are producible, in one or a few cout 
tries only, while their markets are found largely concentrated else- 
where. Chromite and cinchona bark afford simple illustrations of this 
situation, which in a more complex form is exemplified by petroleum 
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and dyestuffs. Under such circumstances there may simultaneously be 
a raw materials problem of diametrically opposite complexion in refer- 
ence to an identical product in each of the two areas. A rate of supply 
of industrial diamonds yielding a price which in the Belgian Congo 
makes them appear almost as cheap as dirt may lead a machine-tool 
user in the United States to wonder whether he might not be able to 
effect a saving by patronizing the pawnshops of Reno, Nevada! 

In default of the restraints and inhibitions imposed by a common 
language and common traditions, the disaffected consumer may not 
be averse, if the potential supply is being withheld or discriminatively 
distributed for what appear to him to be something less than good and 
sufficient reasons, to having his ineffectual purchasing power backed 
up with the army’s fire power. No less ready for rigorous measures to 
assure his access to the share of purchasing power held, or withheld, 
abroad to which he deems himself entitled will be the disaffected pro- 
ducer. The chances are good, thus, that governmental powers will be 
invoked on each side, the one to relieve, by hook or by crook, a threat- 
ened or actual shortage, the other to insure, with equal indifference to 
methods, a “safeguarding of the realm” of its economy. The stage is set, 
then, for international controversy and those diplomatic tensions which 
pile up in the course of time, in conjunction with other frictions, into a 
casus belli. 

The results of the analysis thus far may be briefly summed up as 
follows. First, the raw materials problem is concerned with the sta- 
bilization of the rate of supply and the “equitabilization” of the pattern 
of distribution of certain unfinished products peculiarly susceptible to 
uneconomic provisionment. Secondly, this raw materials problem is not 
all of a piece. It is a two-pronged dilemma, a double-barreled challenge. 
The avoidance of shortages, general or local (discriminatory), is only 
half of the problem. The avoidance of surpluses is the other half of the 
problem. We shall get nowhere in the solution of these problems, par- 
ticularly in the international sphere, unless it is clearly understood 
that these two aspects of the problem are reciprocally related. Thirdly, 
the raw materials problem is preéminently, though not exclusively, an 
international problem. Climatic zones and the geographic pattern of 
the geologic occurrence of minerals conform neither to the political 
subdivision of the earth’s surface nor to any demographic distribution 
pattern, historical, actual, or prospective. National boundaries cut 
athwart the lines of economic interdependence between producing areas 
and consuming regions, scarifying the body economic. For at least a 
quarter-century now, these raw material problems have been among 
the most troublesome economic “sore spots,” and we are beginning to 
realize what should have been clear from the outset—that the salt of 
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nationalistic rivalry and imperialistic pretension (N.I) serves poorly 
as an emollient. 


Thus far we have taken the abstract definition of raw materials as a 
working hypothesis. They are, generically, the unfinished products 
yielded by extractive, cultivating, or compounding processes at or near 
the initial stages of production. What are the specific characteristics 
of such industries which account for their peculiar susceptibility to ill 
health? Asbestos, petroleum and coffee beans appear to have little, if 
anything, in common, other than that all of them come directly from 
the earth. But there are two features of the processes of provisionment 
of such materials which distinguish them, in an economically significant 
way, from those industries which are centered in manufacturing opera- 
tions. They are all, though for different reasons in various instances, 
exceptionally speculative. Secondly, the production of these raw ma- 
terials invariably involves, though not in every case in the same degree, 
considerations of resource conservation. 

The speculative feature appears to inhere in the combined influence, 
in every raw material industry, of two or more of the four conditions 
enumerated below. These are (1) imputed demand, (2) weather varia- 
bility, (3) hidden resources, and (4) exhaustibility of sources of sup- 
ply. The first factor listed is the sole one common to all raw materia! 
industries, but it alone would probably be inadequate to account for 
their highly speculative character. In any case, actually, it is always 
linked in these industries with one or more of the other factors men- 
tioned. 

(1) Jmputed demand. Raw materials are not wanted for themselves. 
They are wanted for what can be made out of them. The demand for 
them is derived from the demand for the finished products into which 
they are compounded or fabricated. Bauxite, for example, has no value 
by itself. It has value only in virtue of the fact, and to the extent, that 
the demands for the sundry products of the chemical industry and the 
aluminum industry create a demand for the ore, make it “scarce,” give 
it value. Similarly, the demands for the phosphate rock, potassium 
salts and nitrates which go into fertilizers are merely reflections of the 
composite demand for the various agricultural products whose yield 
they promote. 

It follows that the production of raw materials is exposed to a wider 
range of risks than those ordinarily attending the commitment of pro- 
ductive resources for a prospective market. Even if there were n0 
special hazards [see (2), (3) and (4) below], the ordinary commer- 
cial hazards of every productive undertaking, such as those springing 
from technological developments and changes in consumers’ tastes 
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or buyers’ preferences cover a wider ambit. It is not that in the pro- 
duction of raw materials the time lag is greater than elsewhere between 
the making of entrepreneural decisions on investment, or managerial 
decisions on output, and the delivery of supplies. The point is, rather, 
that within that interval raw material production proceeds subject to 
the risk, not alone of adverse contingencies bearing directly on the 
given industry, but as well of those affecting any part of the whole 
series of processes and products in the widely adumbrated uses to which 
the given raw material may be put. Of course, enterprises in every line 
of production operate subject to the risk of changes in “general busi- 
ness conditions,” the pervasive cyclical disturbances of trade. But that 
is not the type of risk here referred to. Raw materials producers share 
that type of risk with those engaged in other branches of industry. In 
addition, their ordinary commercial risks are compounded in the man- 
ner described above. 

(2) Weather variabiity. The yield of agricultural operations de- 
pends g.eatly on the weather, which is notoriously unpredictable. The 
incidence of this factor on the flow of supplies of raw materials from 
farms and plantations is probably greater, however, than the erratic 
fluctuations in rainfall and temperature would account for, simply by 
themselves. The indirect effects are hardly less pronounced. The habits 
of thought, induced by long-continued exposure to ever-recurring con- 
tingencies beyond human control tend to be on the pietistic or fatalistic 
pattern. Husbandry is not conducive to rationalistic management. 
Accounting and market analysis are handmaids of business. Custom 
and tradition are more congenial helpmeets to the husbandman. The 
upshot is an “irrational” persistence in the cultivation of familiar 
crops and the use of established techniques without much attempt at 
close calculation of costs, of market prospects, or of alternative oppor- 
tunities. In this field, hence, speculation is not only unavoidable; it tends 
to be blind speculation. 

(3) Hidden resources. Most mineral resources are found in deposits 
underground. Their presence in any given district has to be “dis- 
covered” by prospecting operations that are more in the nature of 
gambling than of speculation. Even after discovery of a “vein,” a 
“pool,” or a “seam,” its extent and richness can only be determined by 
actual extractive operations. And estimates remain nothing more than 
estimates until these operations are completed and the deposit ex- 
hausted! Of course, there are wide variations in the chances of dis- 
covering various minerals and in the margin of error to which estimates 
of the quantity and quality of “known” deposits are subject. 

Petroleum and natural gas are certainly the most elusive of minerals, 
ranking in this respect with fish. Moreover, their fugacious nature 
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makes the ascertainment of recoverable quantities exceptionally diffi- 
cult. Though their area and contour may be more readily outlined by 
preliminary development operations, even coal seams and metalliferous 
lodes are not always what they seem. They may thicken or thin, dip 
or peter out, become richer or leaner, in a most exasperating or hearten- 
ing way, as the case may be. In short, the exploitation of mineral re- 
sources is always a great adventure. It lures the venturesome. The 
proclivity of gamblers to overestimate chances of gain and to minimize, 
even disregard, chances of loss is well-known, and is nowhere better 
exhibited than on this, nature’s own, gaming table. 

Furthermore, in practically all mineral industries there are extremely 
wide variations in the richness and the accessibility of the natural 
resource exploited—and, not less significant, of the deposits still 
undiscovered, but hoped for. As a consequence, costs of production 
vary egregiously. A good “strike” may bring tremendous advantage to 
a going concern, yielding or fortifying a virtual monopoly—for the 
time being. Equally, in other circumstances, it may jeodardize or even 
eliminate a theretofore well-intrenched (low-cost) position. The effect 
of these wide cost variations, actual and potential, on market strategy 
may be either disconcerting or “concerting.” Indeed, it is quite likely 
to be first one and then the other, and from the standpoint of the 
general public interest equally vexing, whichever it is. 

(4) Exhaustibility of sources of supply. From their very nature, all 
mineral industries operate on “wasting assets.” From the standpoint 
of human reckoning, mineral resources are irreplaceable. Though in a 
narrow sense mineral industries are unique among raw material indus- 
tries in this respect, in a broader and hardly less significant sense they 
are only the archetype of the genus. Forest industries, fisheries, and 
every branch of agriculture have exhaustible sources of supply in the 
sense that only by long-range planning and careful husbandry can the 
productivity of the resources exploited be maintained. But it is notori- 
ous that private enterprise in the exploitation of natural resources tends 
to neglect the long-run interest in the upkeep of sources of supply in 
favor of the short-run interest in profits. The whale fisheries and the 
lumber industry have depleted their sources of supply to the point that 
many areas adapted to their reproduction have been quite denuded of 
these resources. Cotton culture in the South and sugar-cane culture in 
Cuba exhibit in a less striking but clearly perceptible way the same 
tendency. 

It may be granted that in many instances it is an open question 
whether the exhaustion or extensive depletion of natural sources 0! 
supply of specific raw materials may not, after all, have been in the 
public interest and whether it may not in other instances still be so. 
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The rapid reduction of the whale species at a time when fats and oils 
would otherwise have been in stringent supply may well have been, 
probably was, a socially economic operation, coming as it did just 
prior to the discovery of petroleum and the development of vegetable 
oils. But it should not be overlooked that this judgment has the ad- 
vantage of hindsight. Again, while the cards are not yet all in in this 
instance, it appears not unlikely that the stripping of this country’s 
stand of hardwood and white pine timber in the era prior to the de- 
velopment of light metals and plastics may, after all, have represented 
an economical uthization of these resources. On the other hand, the 
niggardly hoarding of its nitrate deposits by Chile during the decades 
when it possessed a virtual monopoly of this raw material may well 
turn out to have been a mistake from the strictly business standpoint, 
even though maximum revenue yield was certainly the paramount 
factor shaping the policy and conservation considerations played, at 
best, a secondary role. 

Whether these and other such instances which might be cited are to 
be taken as the fortuitous outcome of a blind concatenation of historical 
forces or as an indication of a fairly dependable response of technology 
to economic exigencies, we need not stay to inquire. It suffices for 
present purposes to note that the current rate of natural resource 
exploitation is not, characteristically and generally, geared to the pro- 
spective discovery of new sources of supply, the potential replenishment 
of old sources of supply, or the possible development of alternative 
processes or products. It is this timing factor that gives occasion for 
social concern, regardless of the existence or absence of more menacing 
contingencies in the background and in the long run. For example, the 
rate of recovery of petroleum from developed oil structures has, apart 
from proration measures, little if any relation to the prospect of dis- 
covery of new pools or the development of cheaper motor fuel from 
other sources; and there are some indications that there is little more 
perspicacity in this respect in the administration of proration.* In any 
event, the individual operator in this industry, as in greater or less 
degree in every natural resource industry, is impelled by the very 
uncertainties of his situation to get what he can while the getting is 
good. The future is left to shift for itself. 

The aggregate effect of these conditions is feast or famine. And it 
cannot be too strenuously emphasized or too often repeated that the 
one conjuncture is not one whit less likely to occur and recur than the 
other. Within the past three decades the oi! industry has experienced, 
alike in this country and in the world generally, two periods in which 


‘See George W. Stocking, The Oil Industry and the Competitive System (New York, 
1925); and Myron W. Watkins, Oil: Stabilization or Conservation? (New York, 1937). 
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supplies went begging and two periods of extreme scarcity. The timing 
and amplitude of the swings vary from one natural raw material industry 
to another, of course, as well as from period to period. But experience 
attests that all of them are susceptible to periodic derangement in a 
pattern quite independent of the ordinary business cycle rhythm. 
Moreover, even in those circumstances in which their rationalization 
has been attempted, either upon a concerted or a coercive basis, the 
program of controlled development has, as a rule, been either inade- 
quately implemented or deliberately designed to subserve the interests 
of one side of the market at the expense of the other. The results, by 
and large, of these sporadic efforts have only been to emphasize the 
raw materials problem, rather than to contribute toward its solution.’ 

The second distinctive feature of the raw materials industries is tied 
in closely with the first. In fact, their susceptibility to wasteful ex- 
ploitation stems from the same fundamental conditions affecting supply 
which make them peculiarly speculative. In this respect the factor of 
exhaustibility of sources of supply is of paramount importance, how- 
ever, for speculative tendencies fostered by weather variability and 
the hidden characteristic of mineral (and some other, e.g., fish) re- 
sources would not involve conservation considerations, or at least 
present them so acutely, apart from the jeopardy to continuity of 
supply. Conservation is no more a one-way street than is speculation. 
Just as the speculative feature indefeasibly involves the risk alike of 
“too much” and of “too little,” so the conservation-waste feature in- 
volves the risk alike of penalizing the present at the expense of the 
future and of penalizing the future at the expense of the present. And 
for identical reasons. 

The shortage of nickel during the twenties and thirties was as much 
the outcome of speculative tendencies bred o: its “natural” conditions 
of supply as was the contemporary surplus of cotton.* When these 
developments are viewed on the time axis, or from the standpoint of 
resource conservation, either one may have been wasteful. Likewise, 
neither one may have been so. It all depends. The cotton surplus might 
have involved losses to the current producers, even losses on a sub- 
stantial scale, without depleting the resources of the soil and thus 

*To cite but two instances, the first a gesture in the direction of overcoming “surplus,” 
the second a gesture in the direction of overcoming “shortage,” both the International 
Rubber Restriction scheme and the antitrust action against the Aluminum Company 
of America put a finger on an economic sore spot. But so far as can be judged neither 
supplied a healing touch. 

*And we might add, it was no more so. Undoubtedly, other factors: political indiffer- 
ence and ineptitude, financial strategy, the repercussions of the World War, and 4 host 
of other variables had an influence on the course of development in both spheres. In the 


one case, speculation led to monopolistic restriction of supply; in the other, it led to 
competitive flooding of the market. But both were speculative operations, in the extreme. 
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jeopardizing future supplies. Conversely, the nickel stringency might 
have involved a “saving up” of reserves of the metal for future use to 
an extent far greater than prospective contingencies warranted, so that 
the losses imposed on the contemporary generation by way of consumer 
deprivations had no compensatory (i.e., no adequate) cifset. In sum, 
excess Current production may be wasteful, i.e., involve sacrifice of 
potential superior value yields, without entailing any loss of potential 
supply in future." Witness Brazilian coffee. Or, conversely, deferred 
production may be wasteful, i.e., may mean a loss of potential value 
yield, notwithstanding that it involves no loss of potential supply in 
the long run. Witness Chilean nitrates. 

Deferred use of resources represents wasteful curtailment or genuine 
conservation according to whether or not prospective future need out- 
ranks certain present benefit. On that issue, in these raw material indus- 
tries neither a private competitive verdict nor a private monopolistic 
judgment is very reliable. In the one case, the scales are heavily 
weighted by a high discount of future needs (or benefits); in the other, 
by a high discount of future sacrifices (or risks). Nor is this tendency 
toward bias in the balancing of present and future interests, which is 
the essence of the conservation problem, in any appreciable degree 
abated by the intervention of sovereign governments in the effort to 
ameliorate the distress of producers or the distress of consumers, as the 
case may be, from current “excess” or current “deficiency.” For with 
climatic restrictions on the culture of many raw materials and the 
sporadic occurrence of others (minerals) exhibiting a geographic pat- 
tern in no wise conforming to that of market demand and both criss- 
crossed in bewildering confusion by political boundary lines, the inter- 
ventionist programs, single or joint, of nationalistic governments align 
them willy-nilly behind the dominant interests of their respective na- 
tionals. Hence, instead of “redressing the balance,” the thrust of gov- 
ernmental intervention, in the absence of a comprehensive, genuinely 
international authority, is either toward preserving, and perhaps in- 
tensifying, an existing imbalance or toward creating its opposite num- 
ber. In sum, in reference to international raw material supply prob- 
lems, interventionism tends to be one-sided and therefore to promote 
waste rather than to serve the social interest in economic conservation. 

We may conclude from this analysis (1) that there is a raw materials 
problem which in signal respects is different from the general economic 
problem; (2) that the essence of this raw materials problem is the 
peculiar susceptibility of these industries to imbalance between supply 


"For further discussion of the distinctions between “loss” and “waste,” between “effi- 
ciency” and “economy,” and between artful “stabilization” and true “conservation,” see 
Chapter IV of my book on oil, cited above. 
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and demand, both from the short-run and from the long-run stand- 
points; and (3) that the distinctive features of the production of raw 
materials to which is mainly traceable the difficulty of maintaining an 
optimal rate of supply in these fields are (a) their speculative charac- 
ter, and (b) the circumstance that the exploitation of natural resources 
always involves, directly or indirectly, conservation issues. These fea- 
tures spring, we conclude from certain conditions to which raw materials 
production is inherently subject. To the question of what types of 
regulatory policy these special conditions and peculiar, or at any rate 
peculiarly prevalent and peculiarly aggravated, problems point we may 
now turn. 


II. Outline of Appropriate Policy 


It may be well at the outset to make explicit certain assumptions, 
reservations, and limitations concerning the discussion of policy in this 
section. First, we do not start with a tabula rasa. We take as a point 
of departure conditions as we now find them, or more exactly as we 
foresee them at the end of the war. This means, inter alia, that the 
prospective economic situation of each of the numerous raw material 
industries is a given datum, for the purpose in hand. In some we shall 
expect to find excess capacity, in some, large surplus stock accumula- 
tions, in some, seriously depleted reserves, in some, low inventories, in 
some, constricted and shrinking market outlets, in some, an unprece- 
dented and mounting demand, in some, a stable technology whi.. others 
will be experiencing a technological revolution. The various combina- 
tions and permutations of these and other factors affecting the adjust- 
ment of supply and demand in these basic, yet volatile, industries will 
certainly cover a wide range. In part, these situations will reflect the 
pre-war course of development; in part, they will reflect the special 
exigencies of the war period. 

Taking conditions as found will mean, also, that the several different 
patterns of policy being pursued, both at home and abroad, in refer- 
ence to industries of this generic type are accepted as the starting point 
in the formulation of a suitable program of action. In other words, the 
“appropriateness” of the lines of policy to be surveyed will be con- 
sidered, not de novo, but in terms of desirable modification of existing 
policy. We have, in this country, an established soil conservation 
policy, oil proration policy, bituminous coal stabilization policy, and, 
more important than any or all of these and other special-province 
policies, a traditional antitrust policy. Similarly, the British have several 
diverse policies in this same general field as exemplified by legislation 
in the past quarter-century establishing the Coal Commission, the For- 
estry Commission, the Wheat Commission, the Herring Industry Board, 
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and, in addition to these independent administrative bodies, a whole 
series of agricultural marketing boards operating on the autonomous 
guild principle. Yet beside all these special acts there remains the tra- 
ditional policy embodied in the common law doctrine of restraint of 
trade. The object of this section will be to explore the expediency of 
amendment, supplementation and coordination of the several elements 
of our own public policy toward the “service of supply” of natural re- 
sources in the light of the distinctive characteristics of these raw ma- 
terials industries and of the diverse nationalistic policies pursued abroad 
in respect thereto. 

Secondly, we shall confine ourselves to a consideration of appropriate 
policy for raw materials industries as the category has been defined 
above. In those instances in which industrial integration has been highly 
developed, as it has been most strikingly in respect of aluminum and to 
a less marked extent in respect of oil, steel, nickel and copper, what 
this limitation connotes, essentially, is that the policies considered must 
be taken as applicable rather to processes than to “industries.” And 
what this may well entail for the effectuation of the policy deemed 
appropriate is some special implementing device whereby the extractive 
and preliminary processing stage of an integrated industry is “arbi- 
trarily” set apart from the subsequent stages.* 

In the third place, the discussion will be concerned rather with the 
broad pattern of the policies appropriate for “industrial government”’ 
in this sphere than with the precise terms and detailed provisions of 
indicated regulatory measures. The implementation of the policies 
proposed will receive attention only in so far as it seems destined to 
present questions or to involve risks challenging the expediency of fol- 
lowing the course which, but for that, could be recommended. 

Finally, while the discussion will be focused on American public 
policy in respect of securing and maintaining adequate, but not exces- 
sive, supplies of raw materials, it will proceed at every stage with an 


*For example, in the case of petroleum it might appear advisable to provide for either 
a proprietary divorcement of oil pipe lines from the fully integrated oil companies, or an 
administrative separation of crude oil production and storage from their refining opera- 
tons. Conceivably, the latter might be accomplished through regulation, as by required 
adherence to a standardized accounting procedure and by the adoption and rigorous en- 
forcement of stipulated standards of marketing practice in respect of both purchases and 
sales of crude oil. On the other hand, it is conceivable, too, that the most expedient 
Way to effect such a separation would be to interpose a crude oil marketing agency, like 
the Defense Supplies Corporation, between the production and refining stages of the 
industry. These suggestions are offered merely by way of illustration of possible ways 
of circumventing the difficulty posed by the circumstance that, though this paper is 
limited to the problem of raw materials, in the actual organization of industry, in a 
number of instances, the production of these materials does not constitute a distinct 


“industry.” Though this complicates the specific problem before us, it does not make 
it insoluble. 
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eye on the vital interrelationship between American policy in this sphere 
and cognate policies pursued by foreign countries. We cannot safely 
undertake to frame a domestic raw materials policy in isolation. Neither 
the United States nor any other country has the natural resources to 
make it self-sufficient in respect of all of these basic materials of 
modern industry. If we have all of the coal, iron, cotton, and alkalis 
we need and some to spare, we lack adequate reserves of asbestos, 
bauxite, chrome, mercury, mica, and other minerals, and a suitable 
climate for the cultivation of coffee, cacao, hemp, or copra. In these 
circumstances it is imperative, in formulating or appraising policy, to 
assess the probable effects thereof abroad either by way of reciprocity 
or by way of retaliation. 

It should be clear from the foregoing that we do not propose to 
assume that the only way out cf the difficulties inhering in the inter- 
national interdependence in respect of basic raw materials of sporadic 
geologic occurrence or of climatically restricted areas of cultivation is 
through the constitution of a supranational authority. Undoubtedly, a 
good argument may be made for the view that this represents the most 
promising escape route from the dangers of nationalistic rivalry, em- 
bitterment and an eventual third World War. Nevertheless, it will be 
more realistic, we believe, to approach the issues from the standpoint 
of national interest in a context of potential international codperation. 
Conceivably a wise leadership in and by countries in such a strategic 
position as is the United States might avert the disaster of another 
period of mercantilistic aggression, nationalistic abandon, and imperial- 
istic aggrandizement. 


With these introductory explanations and reservations in mind, we 
may proceed now to canvass the policy alternatives open to us. We 
would place in the forefront of the essential elements of raw materials 
policy the principle of conservation. The rate of exploitation of land, 
subterranean and water resources should be adjusted, first of all, in 
accordance with the standard of maintenance of reasonable continuity 
of supplies in the sense previously defined.* Within the proximate 
future for which any given generation may reasonably be asked to 
take forehanded account of prospective social needs, it is both prac- 
ticable and expedient to determine a rate of production capable of 
being sustained without undue prejudice to current needs. Society is as 
much concerned to see that the output of the basic starting materials 
and energy sources of modern industry does not fall below this rate as 


it is to prevent its being exceeded. 
*Of course, in the case of irreplaceable resources, the standard of sustained output is 


not fully realizable in practice. Exhaustability is incompatible with indefinitely co™ 
tinued recovery at any rate, however small. 
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In respect of no specific raw material does the standard of supply 
continuity furnish a rigidly fixed measure of the volume per period 
economically producible. In the first place, economical utilization of 
resources always involves an estimate of future needs, and these are 
subject to change. There is no material of which there is any reasonable 
ground for anticipating a constant demand forever, or even within the 
proximate future. This holds true of demand per capita, no less than 
of social aggregate demand. In the second place, in making provision 
for reasonable continuity of supply of any given raw material account 
must be taken of the feasibility of exploiting sources of supply less 
fertile or less rich than those currently exploited. The area “adapted” 
to the culture of any agricultural product is expansible. The margin of 
cultivation of tea, cotton, sugar, or any other product that grows is 
not a narrow line; it is a wide band. Mineral resources of every kind 
are found in qualities ranging from very “poor” to exceptionally 
“pure.” In this realm, virginity is no assurance of purity, whatever 
may be the case elsewhere. Bauxite ore is not a homogeneous substance; 
grade variations are literally infinite. If and when petroleum supplies 
recoverable from subterranean “reservoirs” with the help of natural 
pressure decline relative to current demand there will still be available 
vast potential supplies from oil shale. It is the ratio between cost and 
yield which establishes the limits of economical production, both now 
and in the future—not a fixed amount of a specific material. 

All this is not to be taken as in refutation of the expediency, even 
urgency, of conservation. It is only to emphasize that the adoption 
of the standard of maintenance of continuity of supply signifies no 
simple solution of the problem of adjusting supply and demand in the 
industries exploiting natural resources. It is not a ready-made, me- 
chanical substitute for competition. Nor does it necessarily mean a 
displacement of free markets. What the adoption of a conservation 
policy does signify is, at the minimum, a supplementation of market 
criteria of profitability in directing the allocation and use of resources. 
Only in extreme cases of what is deemed wasteful exploitation, actual 
or prospective, of a resource, as of coal in Great Britain, oil in Mexico, 
and helium in the United States, need resort be had to nationalization. 
Nevertheless, as the foregoing discussion should have made clear, the 
enforcement of the conservation principle involves indefeasibly, whether 
we like it or not, the coercive intervention of government in the regu- 
lation of private economic action. Whether that intervention is to check 
the competitively engendered waste represented by a currently excessive 
drain on some particular natural resource or to dissipate the monopo- 
listically engendered waste embodied in a currently deficient recovery 
of some particular natural resource, in either case the effectuation of a 
conservation policy involves counteractive pressure on private manage- 
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ment of the resource in question. Inducements or penalties are provided 
to shape managerial decisions and to bring about action or inaction, as 
the case may be, which otherwise would not occur. Thus, while con- 
servation need not eliminate private discretion in the utilization of 
resources, it does inevitably limit that discretion. 

Moreover, a genuine conservation program cannot logically be 
limited to intervention designed to stimulate or to curtail the produc- 
tion of scarce raw materials. It must encompass, also, the regulation of 
their consumptive use. Limitations of the purposes for which, and 
standards of the manner in which (i.e., of the efficiency with which), 
these several basic materials are employed are implicit in the pursuit 
of the goal of economical utilization of natural resources. The value 
judgments which are inescapable in the process of weighing present 
demands and future needs presuppose some ranking of current uses. 
Whether the supply of copper is to be regarded as currently “exces- 
sive” or “deficient” depends, in part, on an evaluation of the urgency 
of its employment in the sundry uses to which it is put. It may be more 
economical to limit the use of copper for some purposes, é.g., roofing, 
than to foster an expansion of supply, by whatever means, and from 
whatever sources, near or remote, assuming that to be feasible. In 
sum, conservation is a two-edged scalpel. 

It should be evident from all this that a public policy for dealing 
realistically and salutarily with the wide-ranging and deep-cutting 
issues involved in raw materials provisionment calls for the exercise 
of judicious administrative discretion in the highest degree. Touching 
as the problem does such varied and vital stakes as our dependence 
upon foreign sources of supply for certain strategic materials, our 
dependence upon foreign market-outlets for sustaining an economical 
scale of output of other raw materials, our dependence upon agriculture 
as a social balance wheel, the dependence of our manufactures and 
trade, indeed of our standard of living, upon a steady flow of supply 
of basic materials, whether from domestic or from foreign sources, 
and the dependence of our descendants upon our reasonable self-denial 
and prudential foresight, the legislative process is manifestly ill-adapted 
for providing an integrally coérdinated program continuously adjusted 
to incessantly developing exigencies. Decades of experience in framing 
tariff legislation have disclosed all too clearly the pitfalls and short- 
comings of an attempt by statute to implement in detail a broad policy 
designed to shape the whole course of industrial development. 

At the same time, in a democratic polity it would be a fatal mistake 
for the popular legislative assembly to abdicate its functions, renounce 
its responsibility for law-making. Is it possible to frame a broad prin- 
ciple, a basic standard, for guiding the regulatory action of an over-all 
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administrative tribunal charged with the protection and advancement 
of the public interest in the economical “service of supply” of basic raw 
materials? We believe that it is. While we are not sanguine of the goal 
being reached without continuing study and persistent experimentation, 
the following outline of policy recommendations embodies our view 
of the most promising approach toward the solution of a problem that 
challenges courageous statesmanship. 


It is proposed that there be established by law a United States Con- 
servation Commission. It is recommended that it be initially consti- 
tuted of eleven members, consisting of three groups, all to be appointed 
by the President. The first group would be chosen, one each, from the 
professions of geology, engineering, chemistry, economics, law and 
medicine. An important desideratum would be to endow these offices 
with a dignity and rank second only to that of a Supreme Court Justice- 
ship. To this end, provision might be made for selection of panels of 
nominees by the accredited national organizations of these several pro- 
fessions.’® It might contribute to the eminence of the office were this 
first group of memberships given a long term, say 15 years. The second 
group would consist of two members, representative of the interests of 
agriculture (including forestry and fisheries) and of mining. Their terms 
might be fixed at, say, ten years. The remaining three members would 
be selected, one each, from the three services, the Army, the Navy and 
the State Department. It would appear inexpedient to fix such long 
terms of office for these representatives of executive departments as for 
members of either of the other two groups. Five-year terms should 
suffice to assure reasonable continuity of administrative policy while 
serving at the same time to keep the Commission in close touch with the 
developing outlook of these agencies directly concerned with national 
security. In the exercise of its various powers, to be enumerated below, 
it might well be provided that affirmative action of the Commission 
would be contingent upon simple majority agreement for certain pur- 
poses, while in respect of other matters majorities of seven, eight, or 
even nine might be stipulated in its organic act. 

The Conservation Commission would be charged with the primary 
responsibility of preventing, discouraging, or counteracting waste of 
natural resources. Waste would be defined as an uneconomical rate or 
method of production or use of the basic raw materials whether of 
vegetable, animal or mineral origin and from whatever source derived, 
domestic or foreign. An uneconomical rate or method of production or 


Though there would be no occasion, of course, to limit the Executive choice to the 


panel lists, in some way it must be arranged that these appointments shall carry the 
symbol of the laurel. 
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use would be defined, in general terms, as one which jeopardizes the 


public welfare and is, on that account, injurious to the long-run national i 
interest. More specifically, it would be defined as embracing both ex- P 
cessive depletion and nonutilization, insufficient utilization or inef- li 
ficient utilization of natural resources. Furthermore, the Commission’s ¥ 
organic law might well explicitly stipulate that the standard of refer- p 
ence in determining wastefulness is to be sought in the actual course of g 
concrete experience as interpreted by the common sense of informed cr 
men of ordinary prudence. al 

Before passing to a consideration of the powers which may appro- th 
priately be granted a Conservation Commission so constituted for the th 
performance of the basic function described, some remarks anent the ne 
risks of the enterprise may not be amiss. It is to be conceded that the - 
delegation of rule-making powers of a compass as broad as those pe 
contemplated to an administrative tribunal subject to such inexact 
directives is not without inherent dangers.’* Attempts might readily be in 
made by a doctrinaire, even bigoted, administrative body to expand Cr 
production and reduce prices in some spheres or to curtail production he 
(and consumption) and advance prices in other directions to an extent T! 
and in a manner so far out of line with established custom and current TI 
usage as to incite revolt. Granting all this, we have to ask ourselves 

“Though the fundamental standard of “waste” prevention is admittedly ambiguous, it dir 
should be noted that it is no more so than numerous other tests which the law fue 
supplies not only for the direct statutory regulation of conduct, but for the guidance Sas 
of administrative determinations, Such qualifying terms as “reasonable,” “fair,” “just,” Ing 
and “practicable’ are so common one might almost say they are ubiquitous in the of 
statutes defining the lawful scope, and the judicial decisions construing the validity, of sal 
administrative orders prescribing the rates and services of public utilities. Indeed, as a 
Justice Holmes long ago observed, the common law itself is filled with rules which con- prc 
front us with the necessity of deciding, at our peril, what an ordinarily prudent man anc 
would do in certain circumstances. Furthermore, in respect of this very issue of the oon 
adequacy of “waste” as a specification of a legislative standard, there are well-established : ' 
precedents in support of its sufficiency. See: Ohio Oil Co. v. Indiana, 177 US. 190 ing 
(1900) ; Lindsley v. Natural Gas Co., 220 U.S. 61 (1911); Bandini v. Superior Court, 284 obt 
U.S. 8 (1931); Champlin y. Corp. Commiss., 286 U.S. 210 (1932); R. R. Commiss. v. are 
Rowan, 310 U.S. 573 (1939). - 

It might be added, too, that in the second Rowan case, 311 U.S. 570 (1941), the tlor 
Supreme Court explicitly recognized that the exercise of public authority for the preven- juri 
tion of unreasonable waste of natural resources might constitutionally extend to the c 
promotion of an adequate rate of production thereof, quite as well as to the restriction 
of an excessive rate of recovery. Said Mr. Justice Frankfurter in that case, speaking tenz 
for a majority of six (p. 575): “In addition to all this, any scheme of proration, duly 
mindful of all these considerations, hardly mathematically commensurable, which con- 2 
stitute the total well-being of a society, must assure the continued operation of a sufficient a 
number of wells for an adequate exploitation of the state’s oil resources.” [Italics supplied. ] oie 

Finally, it is not suggested, of course, that in the exercise of whatever powers may be ‘eye 
vested in it, the rules, orders, or actions of the United States Conservation Commission oe i 
should be exempt from judicial review, in accordance with time-tested principles of con- comin 


stitutional construction. Provision should be made, moreover, for periodic accountability 


tion 
of the Commission to the Congress for its conduct in carrying out its mandate. 


woul 
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whether the risks incident to persistence in the pursuit of patently 
ineffective, happy-go-lucky policies for the regulation of the “service 
of supply” of the basic raw materials upon which the modern economy 
lives do not outweigh the risks of a modest attempt to alleviate the 
wastes alike of unbridled competitive and monopolistic methods of 
provisionment of these essentials. Whichever way we turn, we face 
grave risks. The survival of democratic government itself is plainly 
contingent upon its capacity for the development of forms, techniques 
and standards for the forthright exercise of power in the public interest 
that at the same time assure full responsibility to the electorate or 
their chosen representatives. For experiments in this direction there is 
no more suitable field than that of natural resource conservation, in- 
volving, as it does, the fateful issue of the disposition of the social 
patrimony: faithful steward or prodigal son? 

We return, now, to an exploration of the specific powers appropriate, 
in view of the foregoing considerations, for the implementation of a 
Conservation Commission entrusted with the responsibility herein- 
before defined. The powers proposed fall into three major categories. 
These may be designated as investigative, operative and rule-making. 
They will be discussed, by classes, in that order. 

(1) Investigative powers. The Commission should be authorized and 
directed, first, to assemble pertinent data from domestic sources and 
from such foreign sources as may be accessible, in respect of, or bear- 
ing upon, the extent, quality, geographic distribution and ownership 
of reserves or potential sources of supply, the methods of production, 
sale and use, the susceptibility of substitution, the past, current and 
prospective recovery or production and need or consumption, at home 
and (whenever and whatever that may be significant) abroad, of basic 
raw materials, together with any other information relating to or bear- 
ing upon the problem of their conservation. To secure these data and 
obtain this information, the Commission should be empowered to issue 
subpoenas in its own name and, in the exercise of a reasonable discre- 
tion, to require periodic reports from those persons subject to its 
jurisdiction.?? 

Only upon the solid basis of authenticated facts can there be any 
tenable prospect for the effectuation of a genuine conservation policy. 


co cot 


“These broad powers for the assembly of authentic information would not necessarily 
involve any substantial extension of the burden of statistical reporting now borne by 
American enterprise. Much of the data pertinent to the Commission’s inquiries could 
de obtained from returns now made to agencies like the Bureau of Mines, the Securities 
and Exchange Commission, various divisions of the Department of Agriculture and the 
conservation departments of the several state governments. It is the systematic codrdina- 
uon and digesting of this material with which the fact-finding work of the Commission 
would be chiefly concerned. 
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In whatever directions and by whatever moves the Commission en- 
deavors to abate the waste of natural resources, it is bound to encounter 


the opposition of some vested special interests and unless it is armed 
with incontrovertible facts its efforts are doomed to frustration. But 
quite aside from the imperative need of equipping it to resist attacks, 
so far as command of the facts can so equip it, it must be recognized 
that the Commission itself represents an experiment. The fact must 
candidly be faced that we do not now have the requisite factual knowl- 
edge, much less the accumulated experience, for solving forthwith all 
of the thorny problems of resource conservation. What we seek, before 
all else, is light, and that precisely because what we seek, above all 
else, is an enlightened discipline. To escape the perils of shortsighted 
individualism, a safer guide is required than the intuitions of those who 
happen, for the nonce, to be enwrapped with the trappings of authority. 
Whatever other characteristics a good Conservation Commission must 
have, it cannot dispense with an exploratory, groping curiosity, a hearty 
appetite for knowledge. 

But our education in resource conservation requires more than facts. 
It requires painstaking study. In such complex issues as are presented 
by the conservation problem, seldom do “the facts speak for them- 
selves”—at least very loudly. They require analysis, weighing, and 
judicious interpretation. This should be a designated responsibility of 
the Commission. It should be directed not only to keep itself informed 
upon the current course of development in every part of the field of 
natural resource recovery and utilization, but to undertake, on its own 
initiative, continuing studies of the implications of these developments 
for the future and of feasible ways of counteracting, checking, or 
eliminating waste, actual or threatened. 

Finally, on the basis of the assembled facts and its analytical studies, 
the Commission should be empowered and invited to submit definite, 
detailed legislative measures to Congress for its action in execution of 
the basic policy of conservation. The status of the Commission as an 
adjunct of the legislative authority cannot be too heavily underscored.” 
The advisory function of independent regulatory commissions has never 
heretofore, in practice, amounted to much."* But in this field of resource 


'’ What is believed to be a novel, yet withal safe and effective, way of impressing this 
character upon it from the start will be developed in the proposals under the third 
heading, below. 

“See Robert E. Cushman, The Independent Regulatory Commissions (New York, 
1941), chap. XII. Even that putative paragon of federal administrative organs, the 
Interstate Commerce Commission, played only a minor réle in the extensive revision of 
policy effected by the Transportation act of 1920, for example, and was virtually side- 
tracked in planning the amendments of the past decade by the establishment, largely 
for that purpose, of the emergency office of Federal Coordinator of Transportation. 
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conservation it is urgent that an earnest effort be made to develop the 
great potential fruitfulness of this device for articulating legislative 
and administrative policies. The efficacy of waste-prevention measures 
is largely conditioned by the dispatch with which they are adopted 
and put into operation. 

But quite aside from the factor of legislative expedition, there is the 
the dominant consideration of legislative competence. It involves not 
the slightest reflection upon the qualifications of members of Congress 
to suggest that in providing the specific legislative implementation for 
the execution of the general policy entrusted to the Commission they 
stand in need of its expert counsel.’® Congress can easily dispense with 
the preaching which has come from some initial “planning” attempts 
in this direction. What it cannot well dispense with is day-to-day 
prompting by qualified experts, reviewing developing exigencies, ex- 
plaining alternative courses, outlining specific recommendations and 
expounding their whys and wherefors. 

One further comment on the investigatory powers and advisory func- 
tions of the proposed Conservation Commission is in place here. Stress 
should be laid upon the direct, personal responsibility of the members 
of the Commission in the discharge of this preéminently important 
function of detailed policy planning and legislative counsel. Though the 
process of study and consultation would issue in recommendations, 
rather than decisions, the action of the Commission in this sphere 
should be closely analogous to that of the Supreme Court in the dis- 
charge of its judicial function of disposing of “cases” and “contro- 
versies.” The judgments of the Court express in the fullest sense of 
the term the collective “judgment” of its members, wrought out of the 
personal study of the cases and the intimate deliberation of the council 
chamber. It may or may not be regrettable that a like tradition has not 
shaped the development in recent decades of the several independent 
federal regulatory commissions.** But in respect of a detailed program 
for effectuation of a public policy of resource conservation, the current 
standards of administrative procedure will not do. The success of the 
whole experiment will hinge upon the establishment of a prestige for 
the Conservation Commission approaching that of the Supreme Court 


The general level of intelligence and industry in Congress is doubtless as high as, if 
not higher than, that in representative legislative assemblies elsewhere, or in other eras. 
But just because it is a representative body drawn from the ranks of a democratic 
electorate, it lacks the special competence required for resolving the peculiarly thorny 
problems of resource conservation in the concrete. 


“In most of these agencies, at least, the sweaty job of what Whitehead calls “wrestling 
with the stubborn facts” is delegated to a subordinate staff. As a rule the Commission 
members are apparently content to take themselves as, primarily, “administrators” in a 
quite literal, businesslike sense. 
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itself. And unless we mistake, the achievement of such a position jn 
the framework of government and in popular esteem will rest even 
more upon the collective sense of responsibility evinced for this high 
task of education and counsel than upon the eminence of individuals 
selected for Commission membership. 

(2) Operative powers. What we have designated the operative pow- 
ers appropriate for the projected Conservation Commission may be suc- 
cinctly described as those requisite for (a) stockpiling, (b) technical 
research, and (c) administration of nationalized resources. 

(a) The Commission should be authorized to buy, store, sell, and 
exchange raw materials within the compass of its basic mandate of those 
kinds, in such quantities, at such prices, and at such times and places 
as in its considercd judgment will be best calculated to conserve the 
natural resources upon which are dependent the long-run economic 
interests and political security of the nation. The Commission should 
be provided with funds, in suitable amount, for this purpose, and be 
charged with so conducting these operations as to keep its commit- 
ments within the limits of the appropriations so earmarked. 

Except as indicated in the foregoing, the discretion of the Conser- 
vation Commission in the management of its stockpiling funds should 
be unconfined. As Rowe has clearly shown in his studies of so-called 
buffer stock operations under the tin, sugar, rubber, and other restric- 
tion schemes, the attempt to impose a prescribed formula upon the man- 
agement of stocks held “out of the market” tends indefeasibly to defeat 
the primary purpose of such operations.** Thus, with all its risks, an 
unhindered discretion in the management of stockpiling operations is 
certainly preferable to an attempt to curb the use of funds supplied 
for this purpose by stipulated conditions.” 

As we have learned from bitter experience in the management of 
bank reserves, a reserve that is inelastic is, in effect, no reserve at all. 
On the one hand, the very essence of a reserve is the provision of a 
fund for use in emergencies. And on the other hand, the economical 
management of such a fund requires that the rate and level of its 
accumulation be adjusted, not alone or perhaps even primarily to the 
requirements in foreseen emergencies, but to the avoidance of emer- 
gencies. Not the insurance principle but the conservation principle must 
guide the administration of reserves in the public interest, if the poten- 
tial benefits of such administration are to be fully realized. 


*™ See J. W. F. Rowe, Markets and Men (New York, 1936). 

In the interests of national security or of living-standard security it might perhaps 
be advisable to stipulate “normal” minimum levels of stock-accumulations for, on the 
one hand, certain specified strategic materials, such as chromite or, on the other hand, 
certain basic foodstuffs, such as wheat. Even in such cases, however, the Commission 
should not be restricted in its stock-piling policy beyond the extent implicit in the estab- 
lishment ef such stock-level minima. 
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(b) One of the surest ways to conserve any natural resource is to 
divert some part of the drain upon the known reserves thereof to other 
resources. This means reducing the consumption of the raw materials 
representing Nature’s niggardliness and using in lieu thereof those 
representing Nature’s bountifulness. Ordinarily, to effect such a shift 
economically requires, as a pre-condition, an advance in knowledge of 
the ways and means of utilizing available materials, in a word, an im- 
provement in technology. In early times, geographical exploration and 
prospecting might lead to the discovery of theretofore unknown re- 
sources, yielding materials equally suitable, or even superior, to those 
conventionally used and, from long-continued exploitation, declining in 
fertility or accessibility. Nowadays, however, since the earth has been 
so well explored and its elements so fully determined, the opportunity 
of “finding” alternative raw materials is substantially confined to tech- 
nical exploration of processes for combining elements from diverse 
known sources. The resultant products are known as synthetic mate- 
rials. 

The quest of economical ways to produce synthetically the “scarcer” 
raw materials would represent one of the prime functions of the pro- 
. jected Conservation Commission. Its first responsibility would be to 
survey research projects of this type under way, at home and abroad, 
and to keep intimately in touch with their progress, including negative 
results obtained, and with new developments. From domestic sources, 
it should be empowered to obtain full information of this character, 
upon a confidential basis. Moreover, it should be directed to endeavor, 
through suasion, to effect a better codrdination of efforts in this field. 

The Commission’s responsibility would not end, however, with the 
solicitation of information and proffer of suggestions on voluntary re- 
search work. To encourage research in this direction, from funds ap- 
propriated for the purpose it should be empowered to make grants-in- 
aid, within stipulated maximum limits per grant, to universities and 
colleges, endowed institutions, and even industrial laboratories, subject 
to prescribed conditions.’*® The flexibility afforded the Commission in 
negotiating the terms of grants-in-aid of research projects should help 
materially in safeguarding the public interest, directly through release 
from dependence for scarce raw materials on foreign sources of supply 
or monopoly-held resources, and indirectly through abatement of the 
“price” for such release now subject to exaction under the patent laws. 


” The expenses underwritten would be limited to those incurred in specific projects, 
definitely outlined and agreed upon in advance. Terms of participation in, or access to, 
the results obtained, whether patentable or not, would be fixed by the contract. By 
Statutory provision these terms might supersede, in such circumstances, the privileges 
under the patent laws which would otherwise be available to the inventor, provided 
that in no circumstances were this to be construed as authorizing contract terms more 
favorable to the inventor than those conferred by patent grants. 
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But the encouragement of private research in synthetic processes of 
raw materiais provisionment is not enough. In a matter so vital to na- 
tional security and social well-being, the government should itself take 
the lead in the development of technology as a basic means of resource 
conservation. The projected Conservation Commission would be a 
suitable agency for conducting such research. It should be empowered 
to establish laboratories adequately staffed and equipped for scientific 
investigation of problems pertinent to its major responsibility (resource 
conservation ), in fields which it deems, on the basis of its surveys, stud- 
ies and practical administrative experience inadequately explored by 
other agencies or institutions. Such a directive would serve as a token 
of Congressional determination to “back the attack” on waste in a 
campaign aimed at its roots. It would witness to Congressional aware- 
ness that winning the war on waste is going to be a long, uphill fight, 
and that reliance alone on expedients promising quick results might 
well lead to greater disappointments than those inevitably associated 
with scientific pioneering. 

Finally, the Commission should be authorized to arrange with the 
proper authorities of foreign governments, and on occasion, perhaps, 
with alien enterprises or institutions, for the exchange of technological 
information, on an equitable, reciprocal basis. In so far as the dispo- 
sition of the results of the research conducted under its immediate 
direction is concerned, such a grant of authority would seem expedient 
and unlikely to encounter serious constitutional hurdles. For the power, 
wisely exercised, could bring a substantial accretion to the conservation- 
fostering techniques within the public domain, for the benefit of all and 
to the detriment of none. It would effectively supplement the govern- 
ment-sponsored research program going forward under the Commis- 
sion’s aegis. 

In so far as the disposition abroad of the patented results of privately 
conducted research is concerned, the advisability of embracing that, 
too, in the Commission’s authority and making it exclusive might well 
be considered. After all, patents are public franchises. Their grant might 
fairly be conditioned, it would seem, upon the renunciation by the 
patent-applicant of his (now) untrammeled privilege of disposition o! 
foreign rights to the exclusive practice of the same invention.” If the 

*”A statutory limitaion upon the privilege of “exporting” technology (sale abroad of 
the foreign patent rights in any invention made and patented in this country), making 
it contingent upon the approval of the Conservation Commission, should encounter 1° 
insuperable constitutional obstacles. The standards provided for the guidance of the Com- 
mission in passing upon applications for permission to effect such transfers (including 
cross-licensing agreements) need not differ signally from those provided in respect ol 
the exchange of technical information acquired in its own research laboratories. In either 
case, “due regard for the protection of the public interest” would presumably expres 
the basic criterion. 
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“reciprocal exchange” power of the Commission (over foreign dispo- 
sition of technical advances made in this country) were thus extended, 
it should serve to strengthen appreciably its bargaining power and by 
expanding the technological resources at the command of American 
industry greatly facilitate the conservation program. 

(c) In those fields in which Congress has seen fit, or may hence- 
forth see fit, to safeguard the national interest in respect of the service 
of supply of particular raw materials by providing for the nationaliza- 
tion of all or any part of the resource in question, the administration 
of these properties should be assigned to the projected Conservation 
Commission. Helium, the Naval oil reserves, and the national forests 
are outstanding examples of resources presently nationalized of which 
it is recommended that the management should be thus concentrated. 

One of the principal objects of the whole experiment is to facilitate, 
indeed insure, the codrdination of policy in respect of the exploitation 
and utilization of various basic resources. The general character and 
specific terms of the measures appropriate for the prevention of waste 
of one material, e.g., coal, are often directly conditioned by those 
adopted for other materials, e.g., oil. Unless the same agency which 
deals with the regulation of the reserves of a given natural resource in 
private hands is also entrusted with the control of the publicly-owned 
reserves thereof, there is grave risk of friction developing between the 
two agencies. In such circumstances, the policies of each might easily 
be frustrated, even though they might represent simply different routes 
to the same goal, so that either, by itself, would have been salutary. 
Even if, for some special reason, it were deemed expedient to leave the 
actual management, say, of the national forests in the Department of 
Interior and of state forests in the executive agencies of the several 
states, the ultimate control thereof, the choice of the pattern of policy 
to be pursued, should clearly be vested in the proposed Conservation 
Commission. 

(3) Rule-making powers. The rule-making powers appropriate for 
conservation agencies established by public authority have generally, 
hitherto, been conceived on the model of those designed for the regula- 
tion of public ulities. Starting with this viewpoint, administrative bodies 
established for the conservation of particular natural resources have 
commonly been empowered to impose limitations on entrance to the 
given field and restrictions on the volume and methods of productive 
operations. Thus, for example, they may be authorized to forbid drilling 
of oil wells on tracts of less than a minimum prescribed area or to re- 
quire that wells be “shut in” unless and until they are provided with 
facilities, whether by pipe-line connection or otherwise, for the non- 
wasteful disposal of output. In respect of volume of production, the 
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conservation authority may be empowered to issue orders fixing a maxi- 
mum over-all rate of output, ordinarily with provisions for ratable tak- 
ing. Most common of all the rule-making powers customarily conferred 
on these bodies are those authorizing restrictions on methods of opera- 
tion. Orders stipulating selective cutting in logging operations, sub- 
standard mineral removal in mining operations, and gas-oil ratios in oil 
recovery are cases in point. 

In all this the legislative implementation of administrative controls 
(delegation of rule-making powers) designed to foster conservation of 
natural resources bears a striking resemblance, in essentials, to that of 
administrative regulation of public utilities. While conservation com- 
missions have not ordinarily been concerned, ostensibly at least, with 
price fixation, as public utility commissions almost invariably are, the 
difference in this respect is more nominal than real. Price “stabilization” 
is a thinly veiled objective of the institution of oil proration, and in fact, 
as it has developed in the several state jurisdictions, it may be stated 
unreservedly to have been everywhere the dominant desideratum.” 
The most striking difference between the institution of administrative 
regulation of public utilities, on the one hand, and of natural resource 
industries, on the other, is that in the former the major emphasis is on 
the fixation of price maxima and in the latter on the establishment of 
price minima. Obviously, from the standpoint of the conception of 
conservation developed in Section I, above, this distinction is of no 
fundamental significance. A genuine conservation policy will be as 
much concerned to forestall (unreasonably) high prices as to prevent 
(ruinously) low prices. 

That the means hitherto generally adopted for the effectuation of 
conservation policies have not completely fulfilled their purpose can 
hardly be gainsaid. But by itself this affords no adequate ground for 
abandoning them. Many other factors have contributed to the outcome; 
to name only a few: limited scope of jurisdiction, inadequate funds 
for enforcement, public apathy, administrative inexperience. Conceiv- 
ably, the exercise of the rule-making function in direct conjunction with 
the investigative and operative functions surveyed above might well 
lead to a more circumspect and at the same time more realistic con 
servation strategy, with an attendant development of a more rigorous 
discipline in these singularly undisciplined industries. In these circum 
stances, the shortcomings of the methods traditionally employed might 

* The incidence of conservation measures on prices is less conspicuous in the evolution 
of policy in respect of forestry and fisheries. On the other hand, in two outstanding 
instances of federal institution of administrative controls in the interests of conservation, 


namely, under the Bituminous Coal Conservation act in its successive forms and under 
the Soil Conservation act as amended, price fixation is either an expressly granted method 


or a declared objective. 
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be substantially overcome by giving the projected Conservation Com- 
mission administrative powers similar to those of public utility com- 
missions. 

For present purposes, however, we prefer to concentrate attention 
on the expediency of a more modest program. Succinctly, what is pro- 
posed is that, initially, the Commission be authorized, in so far as those 
resources are concerned of which the exploitation is already subject to 
administrative regulation of the traditional (entrance-limitation or 
operating-rule) type by an existing federal agency, or in the several 
state jurisdictions, simply to formulate the basic rules or standards 
applicable to, or to be embodied in, their respective orders or determina- 

PI 

tions.” If the power of promulgating such working standards for the 
guidance of subordinate state or federal conservation agencies is 
granted, the Commission should, of course, be authorized to review the 
orders and determinations of these bodies to insure their alignment with 
the basic federal policy. 

The main reason for thus limiting, here, the scope of the rule-making 
powers of the conventional type which it is proposed be initially as- 
signed the Conservation Commission is not in order to lighten its 
administrative burdens at the outset and thereby facilitate the transi- 
tion to a new régime of resource utilization, though that practical con- 
sideration might well be important. It is, rather, to introduce the ques- 
tion of whether it might not be advisable in inaugurating the new, and 
broadened, national conservation policy here proposed to consider the 
feasibility of implementing it by the grant of another kind of rule- 
making power to the Commission than those customarily associated 
with administrative regulation. 

The supplemental rule-making powers to which we refer may be 
summarily described as provisional orders suspending, imposing, re- 
ducing, or increasing, within legislatively prescribed limits, federal 
taxes, whether in the form of customs duties, excises, corporation in- 
come levies, or any other form, upon or affecting the production, trans- 

bes So far as we are aware, there should be no constitutional barrier, in a matter of such 
vital national concern, to the erection of federally devised “targets” for the administration 
of state conservation laws, or even to conferring upon them a compulsory, overriding 
authority. In effect, this has already occurred twice in connection with oil proration, once 
in peace, under the National Recovery Administration and now in wartime, under the 
Petroleum Administration for War. Practice testifies to its feasibility, thus, and in the 
absence of a specific judicial holding to the contrary we should not interpret the Schechter 
decision, 295 U.S. 495 (1935), as going so far as to preclude the legislative adoption of 
such a device, under suitable safeguards, for the implementation of a federal conservation 
Polic y. In respect of those natural resource industries presently subject to the conserva- 
tion. orders of (nonemergency) federal administrative bodies, notably bituminous’ coal 


and agriculture, it would be a simple matter, of course, to amend the statutes in a manner 


‘o give “priority” to the guiding rules and standards promulgated by the Conservation 
Commission. 
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portation or utilization of raw materials derived from natural sources, 
The qualifying term “provisional’’ signifies that such orders would be 
valid and effective only during a limited period, pending ratification or 
rescission by act of Congress. Moreover, the duration of this period 
and the circumstances in which this rule-making power might be exer- 
cised would be for Congressional determination. 

There is proposed, thus, no displacement or supersession of the ulti- 
mate authority of Congress in levying taxes. What is proposed is, rather, 
to put the taxing power to work, within properly defined limits and 
with suitable safeguards, in the service of, surely, one of the most im- 
portant functions of government: the conservation of the material patri- 
mony of society. As the late Justice Brandeis was wont to say, the 
potential usefulness and adaptability of the taxing arm of government 
as an instrument of social control has been largely overlooked. It is 
capable of most discriminative and effective use. Indeed, taxes provide 
the simplest and surest device for either expanding and expediting the 
exploitation of resources and recovery of reserves, or checking such 
operations. Well-designed tax-rate adjustments can force into use re- 
sources which would otherwise remain wastefully idle, just as effectually 
as they can force out of use resources which should be husbanded. That 
is their great virtue, as compared with the operating-rule type of ad- 
ministrative order which is primarily adapted, if not inherently limited, 
to negative, i.e., restrictive, directions. If, for historical reasons, this 
regulative device has been comparatively neglected, there seems to be 
no ground of principle or policy for foregoing an attempt to discover 
its possible advantages. 

It should be added at once, however, that there is little of novelty in 
this suggestion. In the first place, so far as the exercise of the taxing 
power directly by Congress itself is concerned, the statute books con- 
tain numerous instances of its use for the purpose indicated. To cite 
but two examples, neither of which is drawn from protective tarifi 
legislation which affords many illustrations of the same practice, the 
Bituminous Coal acts have all provided for differential excise taxation 
in support of the declared conservation policy, and the so-called “de- 
pletion allowance” in favor of minerals producers in the corporation 
income tax laws is designed to serve the same end, partly by assuring 
owners of these “wasting assets” recoupment of their capital invest- 
ment and partly by the provisions affording flexibility in relating the 
period of the accounting deduction to the period of the mineral ex- 
traction.”* 

It might be added, parenthetically, however, that a good case could be made out 


for the ‘establishment of a Conservation Commission with, at the very least, investigative 
and consultative powers simply upon the basis of a review of the actual operation 0! 
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Again, so far as the delegation of the power to suspend or change 
tax levies is concerned, the legislation sanctioning the reciprocal trade 
agreements program provides a clear precedent and an instructive 
model. If the State Department, an arm of the Executive, may con- 
stitutionally be accorded the privilege of suspending or readjusting, 
within stipulated limits and for specified objectives, the customs duties 
established by Congressional enactment, it is not apparent why a simi- 
lar power might not be vested in a Conservation Commission, con- 
stituting an arm of Congress itself. And if customs duties may thus be 
revised or amended by executive action or administrative pruceedings, 
there is no clear and persuasive reason for denying a like Congres- 
sional authority to delegate a similar power in respect of excise duties 
or other types of tax levies, subject to the same conditions.* 


these sporadic, ill-conceived, and fumbling attempts to advance a good cause. In particular, 
the egregious miscarriage of the depletion allowance provisions of the corporation income 
tax law has reached scandalous proportions and led to the recent recommendation by the 
Secretary of the Treasury that, in preference to their retention in their present form, 
they be repealed forthwith. 


“Furthermore, arguing from analogy, another precedent may be found in the so- 
called Connally “Hot Oil” law. In that instance Congress, in support of state oil pro- 
ration programs, forbade the transportation in interstate commerce of “contraband oil,” 
ie., of oil produced in violation of any valid state proration law or order issued pursuant 
thereto. Though in its original form, as Section 9(c) of the N.I.R.A., authorizing the 
President to impose such a prohibition at his discretion, this measure was invalidated by 
the Supreme Court in the Panama case, 293 U.S. 388 (1935) as an unconstitutional 
delegation of legislative power to the Executive, the constitutionality of the prohibition 
as it now stands, by direct Congressional enactment, (U.S.C. Title 15, Sects. 715 a-k) has 
been sustained. U.S. v. Skeen, 118 Fed. (2d) 58 (1941) ; U.S. v Gilliland, 312 U.S. 86 (1941). 

Yet if, without the prescription of any conservation standards whatever, Congress may 
lawfully delegate to state legislatures the power to define “contraband oil” of which inter- 
state transportation is forbidden altogether, it is not clear why it might not authorize a 
federal agency of its own creation to give concrete content to the standard of “conserva- 
tion” established by Congress itself and to condition the privilege of moving in inter- 
state commerce oil, or any other raw material produced subject to such federally de- 
fined standards, upon the payment of an excise tax remissible upon satisfactory proof 
of compliance with the detailed standards so provided. Granted this, if by preference 
the Congress chose to leave the day-to-day administration of the proration programs 
in the several states and to impose a tax upon the interstate transportation of oil 
graduated in accordance with the extent to which, in the judgment of a federal Conserva- 
tion Commission, these several state programs embodied, and gave effect to, conservation 
principles laid down by the Congress and concretely defined by the Commission, what is 
to hinder such a procedure? 

If it be objected that constitutional authority for the use by Congress of its taxing 
power to control the movement of goods in interstate commerce, even for the conserva- 
lion of human resources, has been found lacking by the Supreme Court [in the Drexel 
case, 259 U.S. 20 (1922)], the answer is not far to seek. For the Drexel case followed 
avowedly and unswervingly the ruling in Hammer v. Daggenhart, 247 U.S. 258 (1918), 
and it is sufficient to recall that that precedent has since then been explicitly and unequi- 
vocally overruled [in the Darby case, 312 U.S. 100, 117 (1941)]. Furthermore, the 
validity of differential excise duties levied in support of a conservation policy declared by 
Congress has been determined, it would appear conclusively, by the decision in the Sun- 
shine Coal case, 310 U.S. 381 (1940). 
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A major handicap in the use of the taxing power as an instrument of 
social control has been that, as heretofore generally employed, it has 
lacked that flexibility, the capacity for continuous adjustment to the 
ever-changing circumstances of practical affairs, which is the special 
merit of the administrative “order” method of regulation. Levies have 
been “fixed” by legislative enactment and the process of legislation is 
notoriously sluggish and cumbersome as compared with the adminis- 
trative process. What is here proposed is, in essence, an experiment 
in overcoming this handicap. By engrafting a carefully qualified power 
of provisional tax-rate adjustment on the rule-making powers of a 
responsible administrative agency, constituting an arm of Congress, 
it is suggested that the great end and purpose for which the Conser- 
vation Commission is established could be most effectively advanced. 
The enforcement of a broad and genuine conservation policy should be 
greatly facilitated in such complex situations and fluctuating condi- 
tions as those, for example, which now confront the administrator of 
the several agricultural conservation measures and have proven so 
vexing in practice*® were a simple system of excise taxation adopted 
and the Conservation Commission empowered, subject .to stipulated 
limitations, to make such provisional suspensions and adjustments of 
the rates as on the basis of developing experience would in its judg- 
ment, after hearings, tend to promote the public interest. 

It may be frankly avowed that this proposed supplement of the rule- 
making powers of the Commission is not envisaged as a device made 
available solely for meeting “extraordinary emergencies.” For effective 
employment, it should be developed as a regular expedient of admin- 
istration. The tax-rate modifications would in every case be provisional, 
but they would not necessarily be temporary. It is contemplated, in 
other words, that in the absence of clear evidence of abuse of admin- 
istrative discretion the Congress would not rescind action taken by the 
Commission pursuant to this authorization, just as it is now generally 
contemplated that it will not repudiate the reciprocal trade agreements 
negotiated by the Department of State under its authority, thereby 
restoring in effect the customs duties fixed by the Congress itself. Fur- 
thermore, in those circumstances, presumably to be stipulated in the 
Commission’s organic act, in which positive Congressional ratification 
is required within a specified period, say, one year, it is anticipated, 
likewise, that the Congress will support its own Conservation Com- 
mission, in the absence of countervailing considerations which, upon 
mature deliberation, in its judgment outweigh the factors upon which 
the Commission rested its action.” 

*See the Rock Royal case, 307 U.S. 533 (1939), and the Filburn case, 317 U.S. 11! 


(1942). 
* Incidentally, it may be well to repeat here a suggestion advanced in connection with 
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In conclusion, some brief observations of a general character upon 
the program herein outlined for dealing with the knotty and urgent 
problems of safeguarding in the public interest the service of supply of 
basic raw materials are in order. First, the program has been framed 
upon the fundamental premise that existing policy in respect of the 
regulation of this branch of the economy is inadequate. It is ineffectual 
alike from the standpoint of the preservation of national security and 
from that of maintenance of living standards. This is no place for half- 
way measures. Secondly, the program is predicated upon the assump- 
tion that the deficiencies of policy are no less marked and their cor- 
rection no less urgent in respect of the avoidance of ruinous surpluses 
than in respect of the avoidance of perilous shortages. No public policy 
worthy of the name can afford to be less solicitous of the interests of 
producers in escaping paralyzing gluts than of those of consumers in 
escaping intolerable deprivations, or vice versa. The risk of “too much” 
is just as great as the risk of “too little.” The one jeopardizes interests 
just as vital as those jeopardized by the other. In this sense, too, a 
salutary policy cannot be evolved out of half-way measures. 

Thirdly, the program has been designed upon the postulate that we 
live today, and will live even more fully in the future, in a world econ- 
omy. In raw materials we are not sufficient unto ourselves. We are part 
and parcel of a system of international exchange whereby the resources 
of different regions and climates are made available to all, not freely, 
of course, or invariably upon an equitable and economical basis. There’s 
the rub! But it is in the direction of facilitating these exchanges and 
assuring, so far as may be, their effectuation upon equitable and eco- 
nomical terms that a sound solution lies for the raw materials problem. 
In sum, in putting our own house in order, in devising a policy for the 
protection and advancement of the public interest in the continuity of 
supply of raw materials, it has to be kept in mind that we have inter- 
national economic obligations to discharge no less than international 
economic rights to defend. Here again, half-way measures (preoccu- 
pation with our own distinctive national interests without regard to, 
or even in disregard of, the reciprocal interests of other nations) are 
worse than no measures at all. 

Finally, the program outlined need involve no departure, it will be 
observed, from the settled and tested principles of public policy em- 
bodied in the antitrust laws. There would be no occasion for granting 
exemptions from the salutary restrictions safeguarding freedom of en- 


the earlier discussion of other proposed powers of the Commission, that every recom- 
mendation, determination or order made by it should be accompanied by a full explana- 
tion of the grounds therefor, after the manner of the “opinions” filed in support of 
judicial decrees. A strict and conscientious adherence to this practice would contribute 
immeasurably to the success of the whole experiment. 
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terprise and freedom of competition from privately contrived “re- 
straints.” The adoption and enforcement of a genuine conservation 
policy along the lines suggested would in no way require, and need in 
no particular be conditioned upon, the suspension or abatement of 
antitrust enforcement. Such limitations upon freedom of choice in 
respect of investment, management, and pricing in raw-materials sup- 
plying industries as the program outlined might entail would not neces- 
sarily stifle competition. Furthermore, such limitations as did operate 
to abate its excesses or to check its perversions would issue from public 
authority acting under adequate legal sanctions. No more need such a 
program carry with it any exemption from the antitrust laws than does 
the subjection of carriers to a public utility type of administrative 
regulation operate to relieve them from liability for practices and agree- 
ments in undue restraint of trade.” 

In short, the conservation policy outlined is designed to supplement, 
not to supplant, antitrust policy. Given perspicuity in its drafting and 
wisdom in its administration, it should go far to ameliorate the condi- 
tions which have focused critical attention on the raw materials sector 
of the national economy. At the same time, in contrast to the half-way 
measures so frequently advanced for dealing with these issues, it should 
tend to promote international concord, preserve a democratic polity, 
and nurture a dynamic economy. 

* This principle has been so firmly established by a long line of antitrust cases 
involving carriers subject to regulation by the Interstate Commerce Commission that it 
is no longer open to challenge. See, for example, the Trans-Missouri case, 166 U.S. 290 
(1897); the Northern Securities case, 193 U.S. 197 (1904); the St. Louis Terminal case, 
224 U.S. 383 (1912); the Reading cases, 226 U.S. 324 (1912), and 253 U.S. 26 (1920); 
the Southern Pacific case, 259 U.S. 214 (1922); and Terminal Warehouse v. Pennsylvania 
Railroad, 297 U.S. 500, 515 (1936). And it appears now that even the express approval by 
the Interstate Commerce Commission of arrangements among, or practices by, carriers 
which are in unreasonable restraint of trade does not place them beyond the reach of anti- 


trust proceedings. See, e.g., the Chicago Junction case, 264 U.S. 258 (1924), and the Pullman 
case, 50 Fed. Supp. 123 (1943). 
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THE CONTROL OF STRATEGIC MATERIALS 


By WALTON HAMILTON* 


I. A Problem of Frontiers 


A number of strategic commodities present an unique and insistent 
problem of public control. The source of supply lies in one—or at most 
two or three—countries. The bulk of demand lies in other and non- 
producing countries. Hence a political frontier lies between production 
and consumption, between sellers and buyers, between the two parties 
to the bargain by which the industry is carried on. As a result there 
is no correspondence between the political control and the thing to be 
controlled. Accordingly an attack on the problem can not begin with 
objectives and pass on to policies and program; it must, in addition, 
discover or contrive an agency or agencies of regulation. 

If each producer were a separate business unit, nationality might 
not be a confusing factor. For, tariffs and customs restrictions apart, 
regulation might be left to the market, where political allegiance is an 
irrelevance. But the very fact that the purchasers are under another 
flag tends to remove the legal barriers—and to weaken the moral 
scruples—which stand in the way of collective action by the producers. 
It makes it easy for them to respond to the “felt need” for association, 
to make secure their business, to stabilize their prices, to fix their terms 
of sale. To the buyer is left only the option—in respect to a strategic 
material a nominal one—of taking or leaving it. In ordinary speech, 
there is monopoly; in legal terms, the contract has gone unilateral; in 
downright fact, the consumer has been disenfranchised. 

In such a situation the ordinary remedy would be to invoke the 
power of the state—to end the monopoly or to subdue it to the public 
interest. Here such a resort—except by an uncertain and circuitous 
toute—is out of the question. For the parties who have been put at a 
disadvantage are not citizens of the states which alone have the power 
to act. A shrewd lawyer will assert that there are devices, e.g., an action 
in rem against the goods, by which jurisdiction can be asserted. Such 
legal moves, however, are tortuous, uncertain, inadequate to secure 
results. On the contrary, since the burden of scarcity falls almost ex- 
clusively beyond their borders, the producers are in a position to 


*Southmayd Professor of Law, Yale University. 
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appeal to their own government to protect their monopoly. As a result 
the state lends public sanctions to private restraints of trade. By legis- 
lative act and executive order, it gives its blessing to reduction of 
capacity, regulation of output, maintenance of price schedules. It makes 
a breach of the code of the industry a violation of the law of the land 
and in effect puts its police power at the service of a private government. 
It often finds it to its own advantage to become a party to the monopoly; 
for an export tax, assessed on the strategic material, is a means for 
collecting from the alien the monies with which to meet the expenses of 
government. 

Thus the frontier becomes a fault-line in public control. The power of 
the state is used in behalf of the party already in position to dominate 
the bargain. The weaker party is left without direct recourse to political 
action. 

It is impossible to give a definite list of such strategic materials. The 
quality strategic is a matter of degree and of circumstance; materials 
are what they are only in respect to the functions they perform; a score 
of trends play upon their importance and use. New sources of supply 
may be discovered; new products may appear as substitutes; materials, 
equivalent in office and character, may emerge from a novel process. 
It is technology which gives value to the stuffs which it processes; and 
as the useful arts advance the gifts of nature are remade. A new inven- 
tion will secure more mileage from a gallon of petroleum or will allow 
a coating of tin to be spread thinner. A new process will enable ores 
to be worked with a mineral content of 20 to 30 per cent where formerly 
70 per cent set the limit of that which was commercially feasible. With 
the progress of the various chemistries, a shift from “precious ma- 
terials” to others which are in greater abundance is under way. With 
technology on the march, the emphasis of value shifts from the natural 
to the processed good. 

No material, then, enjoys security in its strategic position. All are 
played upon not only by all the facts of culture which the economist 
reduces to the shorthand of “demand” but also by all the facts of 
technology, industrial order, political control which forever redefines 
the function of a good. A ware of trade, however indispensable it seems 
to be, may have its primacy disputed, or may even lose its rdle in the 
production process. Any catalogue of strategic materials must reflect 
the state of the industrial arts; where an economy has been revised 
and expanded—as ours has been abruptly oriented to the war effort— 
the list of goods, and their relative positions, must be in flux. A catalogue 
drawn up at the time of Munich would need revision today; and one 
as of this date might be only suggestive—or even historically reminis- 
cent—a quarter of a century hence. 
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At this point, then, the series of concrete cases must serve to illus- 
trate, rather than specify, the problem in its variety. Natural rubber, 
tin, mercury, industrial diamonds, cobalt, tungsten, titanium, nickel, 
mica, molybdenum, pantelum, radium, quartz crystal, occupy or have 
occupied, the stragetic pinnacle. In respect to all of these the United 
States has no rank as a producer, yet is a large or even a dominant 
consumer. Rubber is an essential of a culture built upon the automobile; 
we were, until the natural product was cut off, dependent upon Malaya; 
the synthetic product has not yet made out its case. Quinine is far 
more than a specific for malaria; it—or a synthetic substitute—is, 
where that virus prevails, a condition of the common health and of full 
production. For the moment our demand for mercury is met; but 
American and Mexican supplies are high-cost. And, when there is no 
longer a war to depreciate the importance of price, our dependence on 
Italy and Spain may be renewed. The military effort has provoked a 
resourcefulness which probably has permanently removed cobalt from 
the list of materials we must worry over. Thus each item presents its 
peculiar case, the terms of whose equation change with the times. 
Each ware has its distinctive use, place in the economy, structure of 
organization, system of marketing, scheme of public control. Each, 
accordingly, invites its own strategy of attack. But in respect to the 
political frontier, as a barrier to effective control, they present varia- 
tions upon the same monopolistic theme. The restrictive schemes built 
around each are alike in that they all impose private taxation, extract 
an unearned increment, impair the strength of the consuming nation. 
Their incidence runs far and wide, their burdens are felt wherever 
modern industry has risen. They are the world over virtually a check 
on progress. It is, therefore, possible to consider the essentials of a 
general attack on the problem; and to list the instruments of control 
which are available for use. 

The possible means by which these monopolies may be broken or 
controlled are best considered in terms of the party by whom the move 
is to be made. So the question becomes what can be done by (1) indus- 
trial consumers who must pay the bills; (2) the government of the 


United States acting alone; (3) a number of nations operating in 
concert. 


II. Action by the Business Corporation 


Against such monopolies, the consumer—whether an individual, a 
corporation, or a nonproducing state—has no effective protection. There 
is for him no adequate substitute for the power which he may wield in 
the free and open market. Unless the art of business contrives new 
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techniques, he is limited to the use of one or more of some such tech- 
niques as these: 

1. Stockpiling. He may accumulate stocks when prices are low and 
later use his reserve to beat prices down. This involves risk and the 
expense of idle capital. The technique is within the reach only of the 
state and the larger corporations. Besides, the zone of operation is 
narrow; low prices are at best slight depressions in a level fixed by 
monopoly. If the accord among producers is a loose one, advantage 
may be taken of occasional breaks; or one member may be played off 
against another with the bait of large orders. But if the line holds, the 
gains from stockpiling will be small. 

2. Use of the yardstick. A consumer corporation may purchase a 
property or explore for a new source of supply. The new property 
might, in its own set of costs, present a criterion for prices; and, if 
there were bargaining power to make it good, the monopolist might be 
forced to come to terms. Real relief might be had if the property were 
acquired at a value in accord with the price of the good in a competitive 
market. But it is not to be forgotten that monopoly tends to be capi- 
talized into extravagant values for property. The only real chance seems 
to be to keep alert and to watch for misfortune to individual producers, 
or to await the liquidating action of a depression. 

The device of a yardstick is habitually used by large buyers who 
set up plants of their own and use their costs of production as criteria 
for the maximum prices they will pay. Again, the device is available 
only to the very large corporation or to the state. Exploration and the 
launching of new ventures may avoid monopoly values of property; but, 
since they demand large investments and rather long periods for de- 
velopment, they are not within the reach of small business. 

3. Buying into production. A kindred method of production is to 
buy into the producing corporations. To be really effective, it needs to 
be done before the accord is tight and while shares of stock still reflect 
a competitive market. The purchase needs to be made in an amount 
sufficient to represent an apparatus of production large enough to turn 
out a supply of the strategic material adequate to the needs of the 
buyer. Again the device is available only to the large corporation. It is 
dubiously open to the government, for any state would entertain seri- 
ous misgivings over any other state buying into its business enterprises. 

The use of the device creates a new hazard. For money invested in 
such a manner not only insures a supply—perhaps at a reasonable 
price—but comes to be looked upon as an investment expected to yield 
a profit. An interest comes to be vested which is quite in accord with 
that of the other owners. If the consumer corporations can pass on the 
high cost in the prices of their finished products, their urge to secure 
the material upon reasonable terms is likely to be lost. 
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4. Prospecting and invention. The consuming corporation may 
prospect for a new source of supply, or it may try to invent a material 
which will serve the same purpose. In either case, it is a costly business; 
monies laid out in research, exploration, development, are capital in- 
vested. Success, which is uncertain, creates its own interest. The new 
source of supply may in time become just one more venture to be taken 
into the accord. And parties interested in the natural product will seek 
to protect their flank by asserting control over the synthetic article. 

5. Collective bargaining. The buyer may set up a collective pur- 
chasing agency. A united front of sellers is to be met by a united front 
of buyers. In the years before the war the foreign buyers of our “scrap” 
got together and managed to dictate the terms of purchase. But there 
was no unbreakable accord between sellers; and there were other prod- 
ucts—though at a higher price—which would serve the same purpose. 
How effective such a device will prove must depend upon circumstances 
and the particular commodity. But just as the producers must have 
markets, so the consuming corporations must have the strategic com- 
modity. The whip hand, of course, depends upon relative financial 
resources and staying power. But in such a struggle the producers have 
two decided advantages. In the first place, in respect to raw materials— 
in contrast with fabricated goods—overhead is usually small and out- 
of-pocket expense is relatively large. As a result the output of minu 
and plantation may safely be reduced until the market picks up. In 
fact a dominant aspect of monopoly control is manipulation of produc- 
tion and of capacity-to-produce. In the second place, if only they can 
hold their lines, the producers can stockpile against a certain future 
demand, while the consumefs—once their own meager inventories are 
exhausted—cannot escape the demands of the public for their own fin- 
ished products. An incidental fact is that the producers, however many 
of them there may be, form a territorially compact group, while the 
consumers are widely scattered in area and in industrial affiliation. 

The use of such a technique raises a serious question of policy. A 
conspiracy among buyers, as clearly as a conspiracy among sellers, is 
contrary to the law of the land. It is to be morally justified, if at all, only 
by the necessity of meeting a solid front of producers. Here, in respect 
to domestic matters the law is clear. Technically, a charge of antitrust 
would lie against the combination of buyers; whether, in view of its 
purpose to force monopoly price down, it could be made to stick in 
court is another matter. If there is a place for a plea of the rule of 
reason, this would seem to be it, for the very intent of the restraint 
is to break a restraint. But, the specific occasion aside, the device is 
dubiously to be indulged. A restraint sanctioned in a good cause may 
endure to serve a bad one. 

6. Voice in management. A formal organization of each of the indus- 
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tries turning out a strategic material is now under official consideration, 
In order that both parties be served it is proposed that the consumers 
of the product be represented on the directorate and in the manage- 
ment. Since all the commodities are producers’ goods, they represent 
expense to business houses which may be expected to keep their own 
costs of production as low as possible. And, to insure that the con- 
sumer interest be kept pure and undefiled, it may, in addition, be speci- 
fied that no consumer corporation is to be permitted to buy into the cap- 
ital. If such a scheme is to be effective, the consumer corporation must 
be accorded the power over the arrangements under which the good is 
produced and marketed which they would possess in a competitive 
market; that is, they must, without any investment whatsoever, be 
granted one-half of the members of the directorate. The directors’ meet- 
ings would then become a continuous process of collective bargaining 
between those who produce and those who process the material. 

As thus set up, the governinent of the industry becomes a substitute 
for the free and open market. But it is not easy to contrive an organiza- 
tion to take over the office of an institution no longer on the job. 
There is always present the possibility of a deadlock and against this 
an umpire would have to be installed or some machinery of mediation 
set up. There inhere in the scheme hazards against which safeguards 
must be contrived. The representatives of the consumers must hold 
their offices long enough to know, as insiders know, the affairs of the 
industry. Yet, being in the industry, they must in interest remain aloof 
from it. They must watch costs, prevent bottlenecks, plan for ef- 
ficiency, stimulate the progress of technology, inquire into the uses to 
which the strategic material can be put in a dynamic economy. 

The mark of the scheme is to domesticate a cartel to the public in- 
terest. There is more than a chance that the balance between interests 
will be lost and that gradually a professional management will assert 
its supremacy. There is always the threat that an industry which should 
remain flexible will be frozen into establishment. Finally, such a system 
could not operate as an independent business enterprise. The sanctions 
of the government would be necessary to make it go. 

All of these proposals have one hazard in common. As the scheme 
tends to become effective, the agent which must be depended upon for 
action threatens to become inadequate to the task—or even to go over 
to the other party. None of the alternatives outlined is for the little 
fellow. To win success they must be undertaken by large corporations 
in close accord. But such a concentration of wealth and power, however 
laudable its purpose in the instance, is in the aggregate to be viewed 
skeptically. Nor could it easily prove effective against an accord of 
producers backed by the sanctions of their state. It is in fact hard to 
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yn see how any of these devices—used singly or in combination—could 
on prove effective without the support of the consuming corporations by 
their political states. 

nt III. The Range of National Action 

wn 


As an independent actor, or as an accessory to corporate action, a 
number of possibilities are open to the political state. However useful 
these lines of activity appear in the abstract, it is again case, occasion 


. and circumstance which must decree their use in respect to particular 
is strategic commodities. 
ve 1. Diplomacy. The good old-fashioned stand-by is diplomacy. The 
be consumers of a particular commodity complain to their government that 
et- they are being gouged. Their government then makes representations 
ng through the decorous channels of international communication to the 
governments of the producers; the governments of the producers call 
ite the matter to the attention of their own nationals. After the issues have 
=. been made crystal clear the governments of the producers manage to 
b bring their own nationals into line—or in polite language explain away 
st the complaints. The exchange of letters is usually courteous, inter- 
= minable and ineffective. In the end the matter is likely to lie exactly 
se where it was in the beginning. For diplomatic urge is no match for the 
Id pressure of interests deeply vested at home. It is a little too much to 
he ask that diplomacy, at least in its present imperfect state, provide a 
sof substitute for the operation of the free and open market. 
af. 2. Reprisals. It is possible, of course, to endow diplomacy with 
to teeth. The polite request may mask a threat and the threat may prove 
effective if it appears likely to be translated into action. If the nation 
™ or nations which have the stranglehold on a strategic material produce 
te other wares for which they are in need of buyers, the consuming country 
at may dictate terms upon which it will open its markets to these other 
‘ld goods. Or if the consuming country has itself strategic materials which 
- the producing nations must have, it may withhold its own wares until 
i terms in respect to the accused commodities are made right. 
The hazard is that the use of such a procedure may touch off a 
- conflict of interests in the consuming state. The gentlemen of a trade 
i may not welcome the threat of a withholding of their output unless the 
a gentlemen of another trade are accorded easier bargains. Reprisal is a 
tle nationalistic weapon; and, once it is employed, it is hard to restrict 
om its use to an attack upon monopoly. The game is best carried on by a 
ie state whose policy is avowedly mercantile or even imperial. It is cur- 
- rently being played bluntly by Germany and Japan and with finesse by 
of Great Britain. But as yet the United States has not established such a 
to discipline over corporate enterprise as to become a skillful player. Our 
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lack, however, is in a tradition and in a priestcraft of the higher mer- 
cantilism. We possess the resources with which to impose some con- 
cern for the national good upon even the most stubborn group which 
regards its dominance over a strategic good as existing for purposes 
of revenue only. 

3. Use of trade barriers. In its attack upon unreasonable prices the 
state may employ all the devices available to make easy or difficult 
the way of trade. A number of nations impose export duties, to be 
paid by the foreigner, upon their strategic materials. This superb 
technique we do not possess; for historical accident has left in the 
Constitution itself a prohibition of excises on exports. If we are to play 
a mercantile—or it is an antimercantile?—game, it must be without 
benefit of one of its essential weapons. We can not recoup by assessing 
our exports which the exploiting nation must have. A duty on imports 
does not serve as neatly. It can be used to encourage independent 
sources of supply. But, if there are none, and if the firms which produce 
are all within the accord, it is not very helpful. We employ reciprocal 
trade treaties, and we can make it a condition of commerce that the 
strategic material reaches us at a fair price. Invoking the concept of 
“the most favored nation,” we can resolve the countries with which we 
trade into groups. We can even create a class of nations with which we 
do not trade, and consign the offending country to this category until it 
has mended its ways. All such devices are very limited in use. When a 
direct channel is closed, trade tends to find a way around. Witness our 
experience, both as respects trading with the enemy and blacklisting 
particular firms, in the present war. 

4. The withholding of privilege. As a military instrument of war the 
United States has created in Lend-Lease an institution of international 
benevolence. Since the war is reducing the capacity to produce of a 
large area of the world, and is increasing our capacity to produce far 
more than that of any other nation, it is likely that in some form or 
other Lend-Lease will survive the war. In a threat—or the action—of 
withholding its blessings the United States has a powerful weapon with 
which to secure concessions. It can, if resistance is obdurate, actually 
throw Lend-Lease in reverse. The United States, due to its generosity, 
will probably emerge from the war far less a creditor nation than had 
there been no Lend-Lease. But, where its monies are sought for recon- 
struction or industrial expansion, it can capitalize its position into more 
reasonable terms of purchase. 

And, if we are willing to employ mercantilist devices to fight mercan- 
tilism, the same possibility is open in respect to private capital. We can 
refuse to sanction loans or investments by our citizens in any country 
so long as we have grievances against accused commodities. In respect 
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oT. to all such exports of capital the United States may decree that funds 
n- of its nationals are not to go into any country which does not make 
ch available its strategic materials to all nations upon terms consistent 
eS with the language of the Atlantic Charter. The question of police, how- 
ever, cannot be blinked. Funds are fairly mobile and corporations of 
he various nations are interlocked. The American capital that leaves the 
alt United States may enter the country of employment as an export of 
be investment funds from some other nation. 
rb 5. Litigation. It may be possible to reach combinations abroad by 
he resort to the courts. But legal forms lie in the way of clean-cut action. 
ay The real question is the harm that is done here—the domestic effects 
ut of a conspiracy abroad. The legal difficulties are the assertion of juris- 
ng diction and the availability of a remedy. If the foreign cartel maintains 
rts an agency in this country, or if it does business here, it can be reached. 
nt But “doing business” is a term of art and the question is exactly what 
ce particulars the courts comprehend within it. If, for example, the 
-al De Beers diamond syndicate runs an advertisement in the Saturday 
he Evening Post—as recently it did—is that doing business in the United 
of States? The concept has of late been enlarged by judicial decision but 
we current holdings do not yet invite a clean-cut attack. Changes in 
we process, in jurisdiction, in forms of action may be necessary to secure 
it adequate opportunity for our courts to act. 
a As matters now stand, if the cartel has agents here, a criminal action 
ur probably lies against the corporation and their officials. Convictions 
ng might have a salutary effect in the conduct of the industries; but a 
judgment at law might fall far short of an adequate remedy. The 
he concern affected might withdraw from all formal business in the United 
al States and insist that our nationals who wanted the strategic ware must 
a come abroad and get it. They might boycott all of our buyers so long 
ar as there were suits in, or judgments from, our courts against them. If 
or the company or companies against which we wished to proceed were 
of technically doing business here, an action for triple damages under 
th Section 7 of the Sherman act would be in order. It might be brought, 
ly not by a private person but by a government corporation. For tactical 
y, reasons it had best be brought by a subsidiary of a government corpora- 
ad tion with a charter from the State of Delaware.’ The judgment would, 
n- of course, have to be turned over to the Department of State for 
re collection. Yet litigation, however inadequate to a general attack, might 
be made a powerful reinforcement of other forms of action. 
n- 6. Commodity corporation. The United Kingdom Commercial Com- 
an ‘It might, in spite of the decision in the case of United States v. Cooper Corp., 312 US. 
ry 600, which probably no longer represents the view of the United States Supreme Court (see 
ct State of Georgia vy. Evans, 316 U.S. 159), be brought directly by the United States itself. 


+0AA1 HAMILTON’: CONTROL OF STRATEGIC MATERIALS 271 


| 


270 THE AMERICAN ECONOMIC REVIEW [ JUNE 


pany has ventured into this field. With some changes in its charter and 
office the United States Commercial Company could be given useful 
employment. If there is to be a collective action by buyers, it might 
offer an instrument which is subject to public control. It might engage 
in stockpiling; and, in response to market conditions, it might purchase 
and sell. Its strength and staying power ought to enable it to play a 
long-time game and capitalize to national advantage the ups and downs 
which beset the accused commodity. Along the same line the Recon- 
struction Finance Corporation and its subsidiaries offer facilities, sanc- 
tions, pressures which can be turned to account. It must be remem- 
bered, however, that so long as the lines of the sellers remain un- 
broken, the activities of the U.S.C.C. must move within a limited area. 
This should prove less so in the case of the R.F.C. which can, through 
operation in other areas of the economy, stage a flank attack. 

7. Progress of the useful arts. Yet, where possible, the simplest and 
most effective answer to the problem is to loosen—or even free ourselves 
from—dependence upon the foreign source of supply. If natural 
deposits, natural soils, natural climates are not within national reach, 
the second industrial revolution—with its various biologies, chemis- 
tries, metallurgies—may provide a way out. The laboratory may turn 
up a new way to an old product or a new product which will fulfill the 
same use. A synthetic substitute may be found for a thing that grows 
or comes out of a mine. Thus atabrine—or even a chemical product 
which is identical—can be made to break the quinine monopoly. 
Aluminum can be freed from its dependence on bauxite and can be 
made to serve many of the purposes to which tin is put. Magnesium can 
be given an opportunity to break a monopoly tightly established about 
aluminum. And, if only the right process be given a chance, a synthetic 
rubber of quality can be produced in quantity to sell at a reasonable 
price. Either the government or its corporate nationals may employ 
the novel method or engage in the fabrication of the synthetic good. Its 
production may be undertaken only to the extent necessary to create 
a yardstick for costs and to insure against exploitation. Or the nation, 
directly or through its corporations, may embark upon the business so 
thoroughly as to free itself completely from an alien source of supply. 

Already private industry has done much to invent new methods and 
to contrive synthetic products. But obviously it can blaze the way only 
where enterprising corporations with adequate funds can go whole- 
heartedly into research. Where there is a vested interest in product or 
technology, or where freedom of action has been compromised by cor- 
porate ties abroad, it is obviously unsafe to depend upon business initia- 
tive. Where progress lags, the government itself may have to do the 
necessary pioneer work. 
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In such an undertaking the agency of government employed must 
be animated by the larger values of public policy. It is the nature of 
private business to seek security for itself. It will always, whenever its 
estate is threatened, seek to arrest the progress of the useful arts or to 
take the novelty into captivity. The presumption should be heavily 
set against the control of the new process or the synthetic product by 
parties with investments in the old process or the natural product. If 
the legal rights to competing technologies come into the possession of 
the same business enterprise, it should be compelled to divest itself of 
one of the technologies or to issue open licenses to both. It is surprising 
that the use of technology as a means of public control is so backward. 
For here is an instrument of policy ready to hand. It promises to be an 
effective and definite weapon in the hands of the state; the possibilities 
of its employment have as yet not even been explored. 

Such are the devices, instruments, procedures with which the state 
can execute its policies. They are not so much invitations to action as a 
kind of arsenal of controls which the government may draw upon and 
use. If each department of state is a realm unto itself, their possibili- 
ties will remain dormant. Their effective use demands clean-cut objec- 
tives, flexibility in action, resourcefulness to catch the occasion with 
the right move. And there must be a single direction of weapons, agen- 
cies, actions toward a satisfactory result. 


IV. Action by a Concert of Nations 


A number of these measures may in the end demand action by two 
or more nations. And since a political frontier separates the two par- 
ties to the bargain of production and sale, the problem is in essence 
inter-national—if not international—in character.? Yet hazard and 
difficulty attend an attempt to set up an agency of control whose juris- 
diction is at all coterminous with the thing to be controlled. 

1. Form of action. Action may take one of two forms: (1) a 
separate agreement between the producing and the consuming nations 
in respect to each strategic material; or (2) a general international un- 
derstanding which proclaims standards and outlines procedures to be 
followed in respect to every strategic commodity. 

The first of these seems the more promising beginning. It involves 
in each case only the parties immediately concerned; it starts with cur- 
rent questions and deals with immediate situations; it gives the greater 
promise that the industry-in-operation will correspond to the settle- 
ment on paper. Above all it insures the greater chance for the consumer 


“In the text “inter-national,” or action in unity between two or more nations, is dis- 
tinguished from “international” or action by an agency representing many nations. 
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nations to assert their interests; for their pressures, never easily 
mobilized, are likely to be quite dissipated in an attack upon the prob- 
lem of strategic materials in general. After all, those who pay the bills 
can obtain only so much protection as they can force. Their trump card 
is an impregnable bargaining position. As against such limited accords, 
a general international control might be more political and less business- 
like in character. The one advantage of the international over the 
inter-national is that currently it better accords with popular ways of 
thought. 

2. Raw Materials Committee. A Raw Materials Committee might be 
set up with jurisdiction over the whole matter. It would have the ad- 
vantage of control over a clean-cut but non-national economy which 
transcends national boundaries. Its composition would present difficult 
problems. In theory its members should be just, disinterested and al- 
most omniscient. In practice it is not easy to secure such a personnel. 
Men of ability are to be had who are public minded and without the 
specific competence demanded by such an office. Or able executives 
are to be had who know the industries thoroughly and are deeply 
involved in their own corporate affairs. But the combination of special 
competence and lack of a pecuniary stake is not easy to obtain. Our 
own administrative experience reveals the danger that the agency of 
control may be captured by the very interests it was set up to regu- 
late. 

Representation, too, presents its peculiar problems. Should the mem- 
bers of the committee be chosen by nations or by industries? Ii, by 
nations, what criteria mark a nation as eligible? If by industries, how 
is the balance between the producing and the consuming interest to be 
maintained? The greatest danger of all is that the committee will 
supply a front behind which the current cartels will be continued and 
will furnish sanctions by means of which resort may be had to the 
public courts to police the private law of the industry. A more ingenious 
proposal than any thus far put forward will have to be devised before 
it is safe to set up a Raw Materials Committee. 

4. The rationalization of industries. It is being stoutly argued that 
economy and service demand the unification of each industry produc- 
ing a strategic material and its regulation in the public interest. It is 
certain to be proposed that norms of operation be set up, that every 
such industry shall shape its conduct by such standards, and that the 
nations of the world severally pledge each other to police such a sys- 
tem, each in respect to its own nationals. The trouble is that, if all the 
firms are gathered up into an industrial entity, it becomes extremely 
difficult to formulate and apply standards by which performance may 
be measured. Under a competitive régime such formal standards are 
not called for; all business units submit themselves to the arbitrament 
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of the market; the more efficient concern goes ahead and the backward 
firm drops out. But, when the market is no longer the umpire, there 
must be a measure of performance. 

In the absence of competition, control must fall back upon the 
ordinary devices of regulation. It may be agreed that the producing 
nation will see to it that the association in question will furnish the 
strategic material “without discrimination and at a fair price.” It may 
even be specified in detail that alien consumers are to get the good at 
cost plus a fair profit. Here such norms of judgment are not likely to 
prove more reliable than they have in public utilities and in respect to 
war contracts. It is no great feat of accountancy to crowd the current 
ways of carrying on—with all their waste, overlapping, privilege— 
into a formula as accommodating as that for cost-plus. Highly as we 
esteem the good faith of a nation, it is asking too much to expect it 
rigidly to police a control, when the interests of its nationals and even 
its own interest lies in the breakdown. It is not the height of wisdom 
to entrust matters of consequence to private industrial governments not 
yet oriented to the public interest. 

All of this sums up to the stubborn fact that the understandings be- 
tween nations must be projections of domestic policy. Agreements be- 
tween nations there must be; and eventually they may lead to an inter- 
national order, with its agency, code of industrial law, sanctions, police. 
But however far it goes, the power and the drive must come from con- 
sumers conscious of, and alert to attain, their own ends. In this area a 
nation can secure advantage only as it can make its power felt. The 
drive toward a world order must implement—as it must supplement— 
domestic public policy. 


V. Public Policy in Action 


As with other matters of statecraft, the problem of strategic materials 
does not lend itself to mechanical solution. What can be done is con- 
ditioned by impinging aspects of the economy and what is to be done 
in respect to them. Devices, procedures, agencies there must be; but 
they are instruments of a larger policy as well as techniques shaped to 
a particular task. Not only what is done but how it is done must be 
conditioned by policies and techniques otherwise in use and by the 
general intellectual climate within which controls must be operated. 

1. Labor standards. The specific program of control must, of course, 
be shaped to accord with the foreign policy of the United States. It 
must be an aspect of the series of measures through which our national 
economy is linked—in whatever ways and to whatever degree—with 
that of other nations. Whatever form policy takes, the state must be 
employed as an agency of control. But resort to political action is not 
4 commitment to a narrow nationalism. The question in respect to raw 
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materials is not whether we will trade or not; but, assuring the trade 
and in the absence of a free and open market, to secure for ourselves 
a fair bargain. Yet if we demand equity, we must do equity. A fair 
return to the workers is a necessary cost of production; and we must 
see to it that our consumers do not exploit alien labor. Labor standards 
are a matter of consequence to us; their maintenance enlarges the area 
in which there is a population blessed with adequate purchasing power 
and helps us to expand our own going economy. 

2. Value of national defense. A product of the war may be a prac- 
tical system for maintaining the peace of the world. Until it has demon- 
strated its efficacy, national security will rank high among the objectives 
of policy. Its value demands that we assure ourselves beyond perad- 
venture of access to all essential commodities. In instances the device 
of stockpiling may be adequate; it is, of course, subject to the con- 
tingency that we can not tell in advance the magnitude and duration 
of the crisis against which we wish to guard ourselves. Alliances with 
other countries may assure sources of supply. But ties may be broken 
or an enemy may cut the route along which the good comes. It, there- 
fore, seems imperative to encourage experimental work toward the 
contrivance of synthetic substitutes. But pioneer work is not enough; 
effort must not lag until the laboratory has been converted into the 
commercial product. A factory or two may be enough to insure that 
the know-how is available. But plans should be ready and facilities at 
hand for the expansion of plant capacity at the earliest threat of war. 

3. The complex of political factors. Measures must be shaped and 
executed within a political situation which is far from clean-cut. Among 
the factors which must not be overlooked three stand sharply out. 

First, the economic does not accord with the political structure of 
society. States and economies are hopelessly at odds. The political map, 
though many times revised, still reflects the conditions of a handicraft 
system. Modern industry, impelled by the march of technology, has 
refused to stay pent up within frontiers. And as a commercial venture, 
employing a number of corporate forms, does business in many lands, 
it tends to lose its home ties. Loyalty to a particular state is on the 
decline; the nationality of the corporation tends to become nominal 
rather than factual. A state can not tell by the charter whether it is 
dealing with its own national or a creature whose political allegiance 
lies elsewhere. The result is a growing intermingling of domestic and 
foreign affairs. 

Second, a diversity of political theory marks the operation of differ- 
ent states. One exercises a tight, another a loose, control over its cor- 
porations. In one land worshipful companies are the accredited agencies 
of the state; in another they are held to be “private concerns” into 
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whose affairs a public authority must aot obtrude. One will make an 
industry an instrument of power politics; another will leave its business 
units free to seek for themselves whatever alliances they please. If 


st companies in different countries are allowed to make trade pacts, it is 
ds obvious that through such bonds the “tough” state may do much to 
ea impose its will upon the “soft” state. 

er Third, these strategic materials are among the most important assets 


of economic warfare. This means that an attempt of ours to ease terms 
or make secure a source of supply will be met by more than ordinary 
resistance. It makes it all the easier for the producers to induce their 
governments to lend their sanctions to the monopolies which they have 
erected. It also makes it the more imperative that we should use every 
device in our power to free ourselves from the exclusive—and exclud- 
ing—combinations between foreign producers and their governments. 
4. An administrative agency. All of this peints clearly and directly 
to the need for an administrative agency. Commodities and industries 
are unlike and the situations to which policy is addressed are changing. 
A number of distinct devices, procedures, arrangements must be brought 
into play. Techniques must be selected and combined as circumstance 
dictates. Power and pressure must, as expediency dictates, be put on 
and turned off. A tight control on a particular material may at one time 
be met by a direct, at another by a collateral, attack. Move must be 
met with counter-move. Strategy, using variable tactics, must be exe- 
cuted within the limits set by national domestic and foreign policy. All 
of which dictates an agency of oversight continuously on the job. 

In style this agency had best be the Strategic Materials Authority. 
In its organization, policy making should be sharply separated from 
administration. The course of its activities should be laid down by a 
Board of five. Each member should possess a knowledge of the opera- 
tion of the economy, competence in matters of strategic materials, a 
demonstrated concern for the public interest. And the President, in 
submitting his nominations for confirmation by the Senate, should be 
required to put in writing the reasons which had prompted the appoint- 
ments. The task of the Board would be to shape measures to guard the 
interest of the government and people of the United States. In its work 
it would be aided by an Advisory Committee made up of representatives 
of the Departments of State, War and Navy, Justice, the Foreign 
Economic Administration, the R.F.C., the technological commission— 
when we get it—and other agencies in interest. Such delegates should 
rank high in their organizations; they should be sufficiently free of 
other duties to devote a substantial part of their time to the work of 
the Authority. A research staff made up of outstanding persons of 


ito broad competence is an essential to an adequate performance of the 
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office. All administrative matters should be under the control of an 
Executive Officer, appointed and removable by the Board. His work 
should in no way encroach upon the province of policy making. A 
going concern is, of course, a body of living usage. About the structure 
suggested such a body of usage would have to grow. 

5. The instruments of policy. The first act must be to make sure 
that appropriate instruments are within reach. The devices for cor- 
porate action enumerated above are all available. Their effective use 
depends upon the resources of our consumer corporations and upon the 
skill with which, as occasion offers and circumstance changes, they 
formulate and execute their strategy. The single important exception is 
collective action, against which a strong presumption is to be set. The 
ban of the law should not be lifted unless collective purchase is essen- 
tial to break the monopoly of producers. If it is tolerated, either some 
agency of the government should act as purchasing agent, or the associa- 
tion which acts should be subjected to rigid public supervision. 

In general the way is already open for the administrative employ- 
ment of the devices available to the state. In respect to purchase and 
sale of supplies, the powers of the United Sates Commodities Corpora- 
tion may have to be redefined and enlarged. A further discretion in 
respect to tariff duties and reciprocal trade may have to be given to the 
President or lodged with the Authority. The Lend-Lease, in its adapta- 
tion to peace, will have to be made conditional upon the good behavior 
of the nationals of the favored state. 

At present the instrument at hand which is potentially strongest is 
actually the weakest. We have not yet learned to use technology as an 
agency of public control. To make it a technique of administration 
Congress must take positive steps to promote the progress of science 
and the useful arts. Where a technical process is not at hand to loosen 
a foreign grip, the government must promote experimental work. But 
the very existence of a new technology is not enough. If, for any one of 
a number of reasons “venture capital” is not available, the government 
must insure access to the necessary investment funds. Here the need 
for legislation is as immediat? us it is imperative. 

As for inter-national—and even international—action, it should 
emerge as the program just outlined gets under way. As a projection 
of domestic policy in a highly dynamic world, its form can not now be 
reduced to concrete lines. In any event, however, our reciprocal trade 
act must be amended to provide a legal sanction for whatever agree- 
ments may be proper and necessary. And for the immediate future 
the unusual situation can be met by a treaty made and ratified in due 
process. 

6. Correlative moves. The problem of strategic raw materials has 
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an identity of its own; yet it is intimately linked with a number of 
other problems. If adequate attention is given to them, the way is 
eased for the direct attack proposed here. 

A great difficulty is that public control does not easily come to grips 
with actual business enterprise. To police its measures, it invokes the 
law, and the law takes its course against accused persons. It is the 
corporation, rather than the enterprise, against which proceedings are 
taken. A single business, carrying on its activities in many lands, may 
employ a score or more of corporate forms. Upon a single industrial 
entity a number of corporate forms may be pyramided. A number of 
corporations, each legally an individual, may act together as if the 
sever2l members were an organism. If the business unit can be given 
a clear-cut identity, and if the rule of “one enterprise, one corporation” 
can be made to prevail, the process of control will become far simpler. 
And, to advance a step toward the general, the whole matter has been 
confused by the overcomplication which has been woven into the law. 
The ingenious variations worked out on the simple theme of the cor- 
poration is only one example. Other devices, such as contract and trust, 
have been given kindred work to do. And various devices have been 
contrived by which the high commands of large enterprises are shielded 
from legal attack and secured in almost absolute power. An attack upon 
abuses, directed at the legal forms in which they appear, is not likely 
to succeed. The law offers too many chances for a change in form. 

Nor must it be overlooked that the kind of case discussed here has 
usually reached its acute stage through sanctions uttered by the state. 
Withdraw these sanctions, and the industries turning out the commodi- 
ties become far more susceptible to the discipline of the public interest. 
Since it is essential to the strength of the nation, the patent system 
needs to be restored to its constitutional office of promoting “the prog- 
ress of Science and the useful Arts.” Such correlatives are of the utmost 
importance. The success or failure of techniques directly employed 
depend in no small measure upon the general situation in which they 
are put to work. 

7. Terms of the administrative problem. A number of factors make 
difficult the problem of administrative control. 

The area of the economy to be subjected to these controls is not 
easily defined. The producers of raw materials do not stand out as 
distinct business units. Production and marketing are often under the 
same corporate control. Quite as often processing is similarly linked 
with production. The bottleneck is quite as likely to be found at the 
point of fabrication as at plantation or mine. And, whatever the cor- 
porate form, the dominant interest may have no great loyalty to the 
state which accords protection to its monopoly. Producers of strategic 
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materials, like other cartelists, are likely to be men touched with a 
“higher loyalty” than that to country. In this domain, as elsewhere, js 
to be found the trend toward the de-nationalization of business enter- 
prise. 

An attack, in the instance and over the years, must make use of 
varied and numerous devices of control. Each of these instruments has 
other uses than that specified here; most of them must be put to work 
by other agencies of administration. Accordingly the task of the pro- 
posed Authority becomes one of direction and diplomacy. It must have 
power to issue directives to other agencies. But the adage, “I care 
not who writes the law, if I am permitted to apply it,” holds here. For 
the directive is written in very general terms, and the art of avoidance 
is at its best in translating the general into the concrete. The directive, 
too, is in its very nature a clumsy instrument of control. An agency of 
state, jealous alike of power and jurisdiction, does not graciously yield 
discretion to a codrdinate agency. Such a cleavage in will is a spawning 
ground for ingenuities and compliance in the letter may mean defiance 
in the spirit. If, then, an order is not to lose its vitality in its execution, 
it must reflect the joint will of the agencies concerned. The executing 
agencies must be persuaded to share the initial belief in the necessity 
for the steps to be taken. Such a situation, standing sharply out here, 
is no unusual political phenomenon. A concert of action, with confer- 
ence as its instrument, must be employed if the end which the directive 
seeks is to be attained. A number of important policies now demand— 
or are muddled for lack of—the unified use of distinct techniques in the 
possession of different official hands. Not the least, then, among the arts 
which the Authority is called upon to practice is that of diplomacy. 

A final difficulty is the lack of an adequate tradition. Experience is 
as necessary as planning. Techniques borrowed from other domains 
will have to be adapted to novel use. New devices and procedures— 
perhaps more effective than any outlined here—may have to be in- 
vented. Only through trial and error—and a clear-cut recognition that 
public control consists of a number of arts which may be skillfully or 
blunderingly practiced—can a way of administration be devised which 
will make for economic justice between adverse parties and their re- 
spective states. 

The whole matter is a subject, not for specification but for an experi- 
mental administration. As the cases differ, so mu: remedies be ad- 
dressed to their particular circumstance. In respect to rubber and qui- 
nine, for instance, technology can be made to yield as much of a protec- 
tion as we wish against the cartels operating before the war; it may even 
free us of all dependence upon foreign sources of supply. In respect to 
industrial diamonds, the Arkansas field, if put into production, might 
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furnish some relief. Tungsten carbide, as a substitute, already has an 
area of use; and the physics of high pressure, if given a chance, might 
be made to yield something better. In the current state of the art there 
is no substitute for mercury; and our deposits, although substantial, 
can be exploited only at a high cost. But a temporary relief has been 
won; and if later we wish to do business, we are not without protection 
against the European cartel. The sources of supply are Spain and Italy. 
Spain is under such heavy obligation to us that we ought to be able to 
dictate terms; and our conquest of Italy, presently to be complete, must 
surely bring in its wake the end of an old grievance. 

In a word, cases are to be met in accord with their current necessities. 
There can be found no single answer to the problem. Two, three, or 
even half a dozen of these devices may have to be used at once. More- 
over, the cases are sure to change with the times. A strategy which 
proves effective will have to change its weapons as occasion demands. 
But, whatever the means employed, an exploitation of consumers across 
the political frontier is not to be allowed when it would never be toler- 
ated in respect to citizens at home. The industries which produce stra- 
tegic materials are to be made instruments of the commonwealth of 
nations. 
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A COMPARATIVE ANALYSIS OF THREE VARIATIONS 
OF RETAIL SALES TAXES 


By HASKELL PHILIP WALD* 


A federal sales tax has been widely discussed as a war and post-war 
revenue measure. A variety of plans has been suggested, differing sig- 
nificantly with respect to the tax base, rate structure, and other features, 
such as the inclusion of a personal exemption or a compulsory lending 
provision. These variations will undoubtedly continue to receive atten- 
tion in any further discussion of the tax.’ 

After a brief description of alternative sales tax plans, this article 
focuses attention on the three variations of retail sales taxes which 
appear to be the closest competitors at this time. The taxes are analyzed 
in terms of the different criteria—revenue, equity, anti-inflationary 
effectiveness, and administration—which are important in making a 
rational decision as to which variant would be most acceptable in the 
event that a federal sales tax of one type or another were to be enacted. 


I. Description of Alternative Sales Tax Proposals 


Existing differences relative to the type of sales tax which would be 
most acceptable do not extend to the question of whether the tax should 
be on the single-stage or multiple-stage (transactions-tax) variety. Opin- 
ion of that question is overwhelmingly in favor of a single-stage levy. A 
tax which applies to the sale of a commodity more than once as it passes 
through production and distribution channels discriminates against non- 
integrated businesses and is likely to have very unequal economic 
effects on producers and consumers of different products. Moreover, 


* While the author is employed with the Division of Tax Research, U. S. Treasury De- 
partment, this discussion represents his personal views and does not necessarily reflect the 
views of the Treasury Department. 


* During Congressional consideration of the 1943 Revenue Bill, the Treasury Depart- 
ment presented to the House Ways and Means Committee a comprehensive study on 2 
federal retail sales tax. (See “Considerations Respecting a Federal Retail Sales Tax,” 
Revenue Revision of 1943, Hearings before the Committee on Ways and Means, House 
of Representatives, pp. 1097-1272.) Certain sections of this article are based on the dis- 
cussion in the Treasury’s study. The author is indebted to members of the staff of the 
Division of Tax Research, particularly to Mr. Marius Farioletti, and to Mr. Felix Wahr- 
haftig of the Office of Tax Legis'ative Counsel, Treasury Department, for helpful criticism 
and suggestions, but these per‘ons should not be held responsible for the analysis and 
opinions expressed herein. 
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such a multiple-stage levy would seriously disrupt wartime price 
controls. 

It is also apparent that most persons would prefer a federal sales tax 
levied at the retail level to one levied at either the wholesale or manu- 
facturers’ level, although the issues here are not as clear-cut as in the 
previous case.? The principal reasons for this preference are: (1) a 
retail tax would introduce least interference with federal price control; 
(2) its revenue potentialities would be greatest because it would apply 

the largest tax base and would reach inventories in the hands of 
manufacturers, wholesalers, and retailers; (3) a lower tax rate would 
be needed to raise a given amount of revenue, thereby making effective 
administration easier to achieve; (4) it could be adapted to the desired 
scope of a sales tax more satisfactorily because it could be more readily 
extended to cover consumer services, sales of second-hand goods, and 
sales of foodstuffs; and (5) there would be less chance for tax pyramid- 
ing before being passed on to consumers.® 

Prevailing views are extremely divergent, however, with respect to 
the many variations of retail sales taxes which have been suggested. 
These variations extend from a tax with a broad base covering all 
retail sales of tangible personal property and many types of services 
to a narrow-base tax which would exempt sales of food, medicines, 
clothing and “utility” furniture. Some of the plans involve a flat-rate 
tax; others involve tax rates differentiated on a commodity and price 
basis according to whether the goods sold at retail are necessities, semi- 
necessities, or luxuries.* 

Several proposals have also been made for graduated retail sales 
taxes, that is, for taxes with rates increasing with the aggregate amount 
of the individual consumer’s taxable purchases.’ Obviously, proposals 
of this type involve formidable administrative problems, since tax 
coupons must be sold to consumers, centralized records of taxable 
spending must be kept for each family unit, and control measures must 
be adopted to prevent illicit trafficking in coupons. 

Finally, there are a number of sales tax personal exemption plans. 
The simplest of these from an administrative standpoint would grant 


“See Revenue Revision of 1943, op. cit., pp. 1105-06. 

* Ibid., pp. 1115-23. 

‘Those who advocate a differentiated-rate retail sales tax often cite the British Purchase 
Tax to support their case. The Purchase Tax, however, is levied at the wholesale and 
manufacturers’ levels, where rate differentiation is considerably less of an impediment to 
effective administration than at the retail level. Despite its high rates, the Purchase Tax 
yields relatively insignificant amounts, accounting for only 3 per cent of central government 
tax collections according to 1943-44 estimates. (Ibid., p. 1254.) 

* For a such a proposal is made by Jerome Weinstein in “A Direct Tax on the 

Use of Surplus Purchasing Power,” Taxes, Sept., 1942, pp. 525 ff. 
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a per capita exemption to all civilian consumers, the exemption taking 
the form of either certificates redeemable in cash or tax coupons accept- 
able in payment of the retail sales tax. The size of the personal exemp- 
tion would be related to the cost of a minimum living standard. Instead 
of distributing the exemption on a per capita basis, the plan could be 
modified somewhat by varying the value of the personal exemption 
according to family and dependency status or according to whether 
the recipient were an adult or a minor.® On the other hand, instead of 
granting the personal exemption to all consumers, it might be restricted 
to needy families, eligibility for the exemption being determined by 
the size of one’s income. Finally, compulsory lending might be combined 
with the retail sales tax by distributing exemption certificates to every- 
one but postponing redemption until the post-war period, or by using 
stamps which would be sold by retailers to consumers and retained by 
consumers for redemption in war bonds or for cash redemption after 
the war.’ 

The sales tax variations selected for comparison in this study are the 
three which have apparently gained greatest support: (1) a retail sales 
tax “without exemptions,” that is, with no exemptions other than those 
desirable from an administrative viewpoint or to avoid multiple taxa- 
tion; (2) a retail sales tax exempting store and restaurant sales of food; 
and (3) a retail sales tax with provision for a per capita personal exemp- 
tion for the civilian population.* While some of the other plans might 
offer greater advantages from the standpoint of equity and anti-inflation 
control, there is reason to believe that the administrative obstacles in 
their path, or the revenue losses that would be entailed, are sufficiently 
serious to rule them out of consideration. 


II. Revenue Considerations 


The first criterion for evaluating the three sales taxes relates to their 
relative revenue potentialities. At first glance, it would seem that each 


*A sales tax with personal exemptions is suggested in “Do We Want A Federal Sales 
Tax?” by Charles O. Hardy (Washington, Brookings Inst., 1943, pp. 26-31). A similar 
proposal is made in Fortune, Mar., 1943, pp. 208, 210. 

"For a detailed analysis of four sales tax modifications, see Revenue Revision of 194), 
op. cit., pp. 1161-86. 

*The retail sales tax without exemptions is assumed to apply (a) to all retail sales of 
tangible personal property except sales of fuel, commercial, industrial, and agricultural 
machinery, and feed, seed, and fertilizer; and (b) to repair and fabrication services, laun- 
dry, dry cleaning, barber shop, and beauty parlor services, and rentals of taxable goods. 
Sales to the federal government are assumed to be excluded. 

The tax with food exempt would have the same buse, except for the exemption of store 
and restaurant sales of food. The tax with the per capita exemption would apply to all the 
items covered by the tax without exemptions, and tax coupons or exemption certificates 
would be distributed to offset a flat amount of taxable spending for each consumer. 
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type could be made to yield the same amount of revenue by adjusting 


the tax rates and the exemptions. Such a view is unrealistic, however, 
ip- since tax rates and exemptions are determined by many factors other 
ad than the need for revenue. High-rate taxes have significant administra- 


tive disadvantages, for they offer greater incentive to evade the tax and 
they make collection problems more difficult. Moreover, high-rate taxes 
magnify inequities which might be inherent in the sales tax law. Political 
considerations also restrict the tax rate as well as the extent to which 
exemptions might or might not be provided. For these reasons, the tax 
without exemptions, being the tax with the broadest base, might prove 
to be the best revenue producer. 

The choice between the other variants depends upon the relative 
reduction in the net tax base that would be involved in a per capita 
exemption as compared with a food exemption. Estimates indicate that 
an annual per capita exemption of $185 of taxable purchases would 
aggregate about the same amount as an exemption covering store and 
restaurant sales of food.* Therefore, a sales tax with a per capita exemp- 
tion above $185 would produce less revenue than an equal-rate tax with 
food sales exempt. 

Estimated yields of the three types of retail levies at 5 and 10 per cent 
rates are shown in Table I. If a 10 per cent rate were accepted as the 


laste I—EstimmATED COLLECTIONS UNDER THREE TYPES OF FEDERAL RETAIL SALES TAXES 
AT 5 aND 10 Per Cent RATEs, CALENDAR YEAR 1944* 


(At estimated business levels and prices for calendar year 1944) 


Estimated collections 


milli 
Type of retail sales tax = ae 


5 per cent tax | 10 per cent tax 
aif Tax without exemptions $3 , 160 $6, 320 
ch Tax exempting food sales 1,980 3,960 
: Tax exempting $185 per capita 1,990 3,980 


Source: Revenue Revision of 1943, op. cit., p. 1151. In computing tax collections under the 


per capita exemption plan, a civilian non-institutional population of 126.6 million was as- 


* Sales tax collections on sales to the federal government or its contractors are excluded 
from the estimates. 


probable maximum for a federal retail sales tax, regardless of whether 
food sales were exempted or personal exemptions provided, then the 
maximum revenue which could be obtained would be 6,320 million 
dollars on the basis of business levels and prices estimated for 1944."° 


“Revenue Revision of 1943, op. cit., p. 1166, footnote 9. 
~ Gallup Polls on the sales tax question indicate that the per cent of voters favoring a 


24 


= 
| 
ng 
be 
on 
er 
of 
ed 
by 
ed 
ng 
by 
er 
h 
les 
se 
a- & 
d 
ly 


284 THE AMERICAN ECONOMIC REVIEW { JUNE 


A 6% per cent tax without exemptions would produce approximately 
the same revenue as 10 per cent taxes exempting either food sales or 
annual consumer expenditures of $185 per capita. 

In order to isolate revenue from other considerations, the yield esti- 
mates in the table neglect the indirect price- and wage-increasing effects 
of the three sales taxes, the implicit assumption being that these effects 
would be the same in each case. This procedure, however, is not without 
criticism. Some tax-induced price increases (other than the price rises 
reflecting the shifting of the tax forward by retailers to consumers) and 
wage increases would be difficult, if not impossible, to avoid if any type 
of federal sales tax were enacted. These increases would raise the cost 
of goods and services purchased by the federal government, which is 
currently purchasing about one-half of the gross national product, as 
well as the cost of private purchases. Consequently, there would be some 
offset to the estimated tax collections. While it is difficult to predict the 
magnitude of this offset for each type of tax, the factors on which it 
depends are considered below.” 


III. Equity Aspects 


A second criterion for assessing the different sales taxes is their rela- 
tive equitableness. The measure of equitableness most frequently used 
is the relation of tax payment to income at different income levels. It 
is evident, however, that the concept of tax equity has other aspects. In 
the first place, individuals receiving the same income differ in tax-paying 
capacity according to the number of their dependents. A single person 
earning $1,000 is able to pay a higher effective tax rate than a family of 
four with the same income. Secondly, some groups receive substantial 
amounts of income-in-kind, such as home-grown food. Such income is 
not taken into account under the federal income tax, nor would it be 
subjected to a general sales tax. Finally, tax analyses from the stand- 
point of equity must investigate what possibilities, if any, exist for the 
taxpayer to recoup part or all of his tax liability by securing a boost 
in his income.” 


sales tax declines significantly as the proposed tax rate is increased. (See ibid., p. 1102.) 
A 10 per cent federal rate would be in sharp contrast to the 2 per cent rates generally in 
effect in the sales tax states. 

™ See Section IV below. 

* During the war and post-war transition period, a retail sales tax generally would be 
passed on to consumers in the form of higher selling prices. Forward shifting of the tax 
would be aided by the prevalence of sellers’ markets for most goods and services and the 
existence of price controls which ceil prices (excluding sales tax) below equilibrium levels. 
As described later in the text, there would probably be some modification of the original 
tax-induced price increases, chiefly in the direction of further additions to selling prices, 
due to the indirect tax effects on the wartime price and wage structure. Other types of 
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Equity among different income groups 


Estimates of average sales tax payment as a per cent of average money 
income at different income levels are shown in Table II."* As indicated 
above, three of the taxes compared in the table—the 6% per cent tax 


cts 

cts TasLe SALes Tax Rates By Money INcomE LEvEL, 1943* 

ut (Civilian families and single individuals) 

or Average tax payment as a per cent of 

average money income 

pe 

ost Money income class 10% tax, 64% tax, 10% tax, 10% tax, 

" without without food $185 per 

IS exemptions exemptions exempt capita exempt 

as —— | 

me Under $ 500 9.4% 6.1% 5.7% —4.6%>» 

$ 500- 1,000 7.7 5.0 4.5 1.4 

he 1,000- 1,500 7.2 4.7 4.3 3.2 

it 1,500- 2,000 6.6 4.3 4.0 3.6 
2,000- 2,500 6.2 4.1 3.9 3.8 
2,500- 3,000 5.9 3.8 $27 3.9 
3,000- 4,000 5.5 3.6 33 3.9 

la 4,000- 5,000 5.1 $.3 3.4 3.9 

ed 5,000- 7,500 4.5 2.9 3.0 3.5 

It 7,500— 10,000 3.8 2.4 2.6 | 3.3 

In 10,000 and over 2.1 ‘2 1.4 1.8 


Source: See footnote 13. The estimates for the 10 per cent tax without exemptions and the 
10 per cent tax with food exempt were taken from Revenue Revision of 1943, op. cit., p. 1166. 
* The estimates in this table are not comparable with figures in Tables IV, V, and VI. 
Tables IV and V are for 1935-36 and are on a consumer income rather than a money income 
basis. Table VI is for 1941. 

> This income class would receive, on the average, an excess of personal exemption over 
taxable expenditures equal to 4.6 per cent of income. 


modifications, such as tax effects which operate through changes in the level of production, 
would not occur to any appreciable extent until after the conversion of industry to peace- 
time production. (A comprehensive analysis of the economic adjustments which would 
result from the enactment of a retail sales tax will be found in John F. Due, The Theory 
of Incidence of Sales Taxation [New York, Kings Crown Press, 1942], chap. VII.) 


“Conclusions based on estimates of the tax distribution by income level should allow 
for statistical deficiencies inherent in the basic income and expenditure data and for certain 
rough adjustments necessary to adapt the data to tax distribution purposes. Moreover, one 
should not lose sight of the other aspects of tax equity. The computations in Table II 
utilized Office of Price Administration consumer income distribution estimates for 1943 and 
consumer expenditure estimates for 1942, published in “Sales Tax Data, 1943,” Staff of 
the Joint Committee on Internal Revenue Taxation, pp. 14, 19. Each class of taxable con- 
sumer expenditures was adjusted to aggregate an amount equal to the value of the cor- 
responding class of retail sales shown in the Treasury’s estimates of the sales tax base for 


1943. (Revenue Revision of 1943, op. cit., p. 177.) Retail sales to business concerns were 
0es, distributed among consumers on the basis of the distribution of total consumer expenditures 
of for taxable goods and services. 
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without exemptions, the 10 per cent tax with food exempt, and the 10 
per cent tax exempting expenditures of $185 per capita—would yield 
approximately the same amounts of revenue. 
According to the estimates, a sales tax with a per capita exemption 
of $185 would be distributed progressively relative to income up to the 
$3,000 level and would be proportionate to income from $3,000 to 
$5,000. It would run counter to the conventional ability-to-pay criterion, 
however, in the classes above $5,000, where the effective sales tax rate 
declines as income increases. This shift from progression to regression 
occurs as the progressiveness introduced by the per capita exemption 
provision gradually becomes outweighed by the regressive distribution 
of taxable consumer expenditures relative to consumer income. 
The other sales taxes, in contrast, would be distributed regressively 
throughout the income scale. Although the regressiveness would be less 
for the tax with food exempt, since food purchases represent a larger 
part of taxable consumer expenditures at low-income than at high- 
income levels, the gain in taxpayer equity from a food exemption does 
not appear substantial, considering only this one aspect of the exemp- 
tion." 
These conclusions, however, cannot be accepted without some addi- 
tional comment. From the standpoint of equity among taxpayers, one 
should evaluate the distribution of the tax system as a whole rather than 
the distribution of a single tax taken separately from the rest of the 
system. The fact that certain individual taxes are distributed regres- 
sively relative to income indicates a significant violation of the ability- 
to-pay principle only if it is generally agreed that the tax system as now 
constituted contains a smaller degree of tax progressiveness than is 
justified by ability-to-pay considerations. 
Conflicting opinions have been expressed regarding the degree of tax 
progressiveness that would be most equitable among different income 
groups. There are many who maintain that the present federal system 
is sufficiently progressive over most of the income range due to the 
“Tt can be argued with considerable justification that the estimates in Table II would 
be more meaningful if they related sales tax payments to consumer income after all 
existing taxes instead of to total consumer income before taxes. In this manner the 
regressiveness or progressiveness of existing taxes could be taken into account. Such 
a procedure would necessitate the determination of the “final incidence” of existing 
taxes, a task which obviously cannot be attempted in this article. Computations have been 
made, however, relating sales tax payments to consumer income after federal income taxes. 
These computations do not result in any significant changes in the estimated distributions 
in Table II. Due to the progressiveness of the income tax, the changes are more important 
in high-income than low-income classes. For a family in the $7,500-$10,000 class, for 
example, the effective sales tax rate for a 10 per cent tax without exemptions is increas 
.6 to .8 percentage points, or from about 3.8 per cent to about 4.4 or 4.6 per cent. The 


effective tax rates remain unchanged for low-income groups not subject to federal income 
or Victory taxes. 
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wartime increases in the individual income tax; therefore, they claim 
that any regressiveness that would be introduced by a federal sales tax 
would not be objectionable. 

This view is illustrated by the computations in Table III showing 


eld 


TaBLE Tax RATEs For A 10 Per Cent Retam Sates Tax 
WITHOUT EXEMPTIONS AND THE INDIVIDUAL INCOME AND NET VicToRY TAXES, AND 


On, FOR SALES, INCOME, AND Victory TAXxEs ComBINED, 1943 

ate = 

i Income and net Sales, income, and Victor 

10% sales Victory taxes taxes combined* 

ion tax, no 

Money income 

lon pam exemptions, Married, Married, Married, Married, 

all depend- | 2 depend- | no depend- | 2 depend- 

ely units ents ents ents ents 

eSS $ 300 9.6% 9.6% 9.6% 

ger 500 8.5 — -- 8.5 8.5 

h 1,000 7.4 1.2% 1.2% 8.6 8.6 

Bi 1,500 6.9 3.5 1.9 10.4 8.8 

oes 2,000 6.4 8.0 2.2 14.4 8.6 

np- 3,000 5.7 12.6 Ye 18.3 13.2 
4,000 5.3 15.2 11.0 20.5 16.3 

ldi- 5,000 4.9 17.1 13.5 22 18.4 

one 6,000 4.6 45.3 23.1 19.9 
8,000 3.9 21.1 18.3 25.0 2232 

“a 10,000 3.5 20. 26.9 24.4 

the 

eS Source: Sales tax figures interpolated from estimates in Table II; income and Victory taxes 

ty- computed on the basis of the Revenue act of 1942. 


* Consumer money income is shown, Statutory net income for income tax purposes is as- 
sumed to equal nine-tenths of consumer income. Victory tax net income is assumed to be the 
same as consumer income. 

> The maximum earned income credit is taken. Victory tax is after the post-war credit. 

* Rather than attempt to estimate the effective sales tax rate at different income levels by 
family size, the estimates for all consumer units are combined with the effective rates for in- 
come and Victory taxes for a married person, no dependents, and a married person, 2 depend- 
ents. The average number of persons per consumer unit is 3.1. 


how the most regressive type of sales tax, the tax without exemptions, 
loses its regressiveness when combined with the federal income and 
Victory taxes.** It should be observed, however, that the table is only 
of limited significance; the levies singled out for comparison with the 
sales tax are among the most progressive taxes in the system and the 
efiects of other federal, state, and local taxes are neglected." 

Even if it were agreed to eliminate regressiveness as an objection to 
_ “In contrast to Table II, which shows the effective sales tax rates for classes of money 
income, Table III shows the effective tax rates at specific levels of money income. 


“It should also be noted that the contrast in Table III between the effective rates of 
the sales tax and the rates of the income and Victory taxes is due in part to the greater 
revenue yield of the latter. 
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the sales tax, one would still have to consider another characteristic 
of the taxes with and without a food exemption. Unlike the income tax 
and the sales tax with a personal exemption, these two taxes fail to pro- 
tect a minimum living standard for all consumers.** They would in fact 
impose a sizeable burden on families at the bottom of the income scale, 
even though certain classes of consumer expenditures, such as housing, 
would not be included in the sales tax base. Families dependent on 
old-age pensions, allotments from family members in the armed forces, 
or on other types of small fixed incomes, have been hard hit by the 
wartime cost-of-living increases. While others might save less or reduce 
nonessential consumption if a sales tax caused another boost in living 
costs, persons with low incomes would frequently be compelled to pay 
the tax at the expense of some essential living needs. 

A sales tax with a personal exemption would not have this drawback; 
in fact, those consumers whose annual expenditures on taxable goods 
and services were less than the value of the exemption would realize 
an increase in income if the unused portion of the exemption could be 
sold. 


Equity among families of different size 


A second aspect of tax equitableness relates to the relative tax bur- 
dens that would be placed on single individuals and different-size 
families. Since tax-paying capacity varies inversely with the number 
of the taxpayer’s dependents, it is desirable that the effective tax rate 
at any given income level should decline as family size increases. This 
is achieved under the federal individual income tax by allowing a deduc- 
tion from taxable income varying according to family and dependency 
status. Similarly, a retail sales tax with a per capita exemption would 
permit the large family to enjoy a greater amount of tax-free spending. 

The relative effects of a per capita exemption on the sales tax pay- 
ments of large families, small families, and single persons are illustrated 
by the figures in Table IV. (Unfortunately, 1935-36 figures are the only 
data available to illustrate satisfactorily this type of comparison.) As 
suming an annual exemption of $185 per person,’* the table indicates id 
that families of 3 or more in the first income class and families of 7 or ee 
more in the first three income classes would receive an excess of exemp- spen 


tion over taxable spending.’® In all income classes the sales tax as 4 is 


* Consideration of the tax burden on low-income groups is frequently subsumed under 
the question of tax regressiveness. There are advantages in treating these issues separately, 
however, since they have different economic, social, and political implications. 

**The amount of the per capita exemption needed to compensate for a food exemption 
in 1935-36 would, of course, be less than $185. 

” Taxable spending covers those classes of consumer expenditures which would be in- 
cluded in the sales tax base described in footnote 8. 
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per cent of income is reduced as the size of the family is increased, 
reflecting the fact that taxable spending does not rise as fast with family 
size as the value of the per capita exemption. 


Tapte [V—10 Per Cent SALES Tax witH A Per Capita EXEMPTION AS A PER CENT OF 


ale, IncoME AT SELECTED INcome LEVELS, By Size or Famity, 1935-36 
ing, — 
on Assumed | Value of | ‘ 
ces Income ¢ lass® number of $185 per| Average 10% 

nd size of | individ- | capita | taxable | 
the family income” | uals per | exemp- spending] 
uce family> tion exemption | come 
$750-$1,000: | | 
pay Single person $ 873 1 $ 185 | $ 486| $ 301 $ 30.10 | 3.4% 

persons goo | 2 370 | 457 87 8.70 | 1.0 
k: 3-6 persons 887 4 740 512 —228 —22.80 —2.6 
a 7 or more 886 8 1,480 463 | —1,017 | —101.70 | —11.5 
OdS | 
lize $1 ,500-$1 , 750: 
Single person 1,617 1 185 764 579 57.90 | 3.6 
be 2 persons 1,612 2 370 767 397 39.70 | 5 
persons 1,625 4 740 849 109 10.90 
7 or more | 1,628 8 1,480 872 — 608 —60.80 | —3.7 
$2. 500-$3,000: | 
ur ingle person | 2,703 1 185 | 1,074 889 88.90 3.3 
size n | 2,716 2 370 | 1,119 749 74.90 2.8 
ber 6 persons | 2,729 4 740 1,274 534 53.40 2.0 
more 2,746 8 1,480 | 1,380 — 100 —10.00 —.4 
rate 
“his $5,000-$10 ,000: | 
Huc- Single person 6,827 1 185 1,831 1,646 164.60 2.4 
2 persons | 6,926 2 370 | 2,026 1,656 165.60 2.4 
ncy 3-6 persons | 6,855 4 740 | 2,332 1,592 159.20 asd 
uld re 6,757 8 1,480 | 2,649] 1,169 116.90 1.7 
me Source: Computations based on data for 1935-36 published in “Family Expenditures in 
ay- the United States,” National Resources Planning Board (1941), and “Consumer Expenditures 
ted n the United States,” National Resources Committee (1939). 
nly * Income includes both cash and noncash income. 

’ > Data on the number of persons per family in each size and income class are not available. 
As For all income levels, the average number of individuals in nonrelief families of 3-6 persons 
ites was 4.0 persons in 1935-36, and in families of 7 or more persons the average number was 8.1 
oF \ minus sign in this column indicates an exemption in excess of the amount of taxable 
mp- spending 
sa hose families with a negative tax would receive, on the average, a family exemption in 


The other two types of sales taxes fail to make allowances for differ- 
ences in family size. On the contrary, they would be relatively heavier on 
large families. The figures in Table V (also based on 1935-36 data) 
indicate that taxable spending at any given income level generally 
increases with family size. Families of 7 or more in the $750-$1,000 
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class are an exception; they receive significant amounts of home-pro. 
duced food and therefore spend less for taxable items (including food) 
than other families in that class. Of course, a sales tax would be jp. 
equitable even in those cases where the effective rate would be sub. 


TABLE V—EXPENDITURE PATTERNS AND EFFECTIVE SALES TAX RATES AT SELECTED 
IncoME LEVELs, By S1zE OF Famity, 1935-36 


Food asa| Tax as % of income 
Income level* A Total Cash bans per cent of 
and size of Average | taxable purchases spencing | total 10% tax | 10% tar 
family oom” spending | of food> —— taxable | including | excluding 
spending; food food> 
$ 750-$1,000: 
Single person | $ 873 | $ 486 | $ 295 | $ 191 61% 5.6% 2.2% 
2 persons 869 457 265 192 58 §.3 y ie | 
3-6 persons 887 512 304 208 59 5.8 2.3 
7 or more 886 463 267 196 58 $5.2 2.2 
$1 , 500-$1 , 750: 
Single person 1,617 764 437 327 57 4.7 2.0 
2 persons 1,612 767 395 372 51 4.8 2.3 
3-6 persons 1,625 849 404 385 55 Sua 2.4 
7 or more 1,628 872 498 374 57 5.4 23 
$2 , 500-$3 , 000: 
Single person 2,703 | 1,074 577 497 54 4.0 1.8 
2 persons 2,716 1,119 524 595 47 4.1 2.2 
3-6 persons 2,729 | 1,274 o4+4 630 51 4.7 2.3 
7 or more 2,746 | 1,380 739 641 54 5.0 2.3 
$5 ,000-$10 ,000: 
Single person | 6,827 | 1,831 846 985 46 2.7 1.4 
2 persons 6,926 | 2,026 816 1,210 40 2.9 1.8 
3-6 persons 6,855 | 2,332 1,022 1,310 44 3.4 1.9 
7 or more 6,757 | 2,649 1,178 1,471 44 3.9 2.2 


Source: Computations based on data for 1935-36 published in “Family Expenditures in 
the United States,’’ National Resources Planning Board (1941), and “Consumer Expenditures 
in the United States,’ National Resources Committee (1939). 

* Income includes both cash and noncash income. 

» Food expenditures in the basic consumer expenditure studies include outlays for alcoholic 
beverages and certain other items which would probably not be included in a food exemption 
under a sales tax. The available information does not permit the exclusion of these items from 
the food expenditure figures. While the overstatement of food purchases lowers the level of the 
figures in the right-hand column, it probably does not result in a significant distortion of the 
figures in so far as the relative effective tax rates of different-size families is concerned. 


stantially the same for large and small families at a given income level. 
From an ability-to-pay standpoint, large families should pay a lower 
tax. 

The column in Table V showing food outlays as a per cent of total 
taxable spending indicates that single persons and large families would 
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be the principal beneficiaries of a food exemption, since food purchases 
are relatively more important for these groups than for small and 
medium-size families. From the standpoint of the tax paid by large 
families, therefore, a sales tax with food exempt would be somewhat 
less inequitable than one without such an exemption; but, from the 
standpoint of the tax paid by single persons, a food exemption would be 
more inequitable. Single persons would be favored whether or not food 
were exempt, since under both taxes they would generally pay a lower 
effective tax rate than other groups, despite their greater tax-paying 
capacity. 


Equity between farm and nonfarm consumers 


Farm and nonfarm consumers would fare differently under the 
three types of retail sales taxes because of differences in family size,” 
in expenditure habits and needs, and in the amounts of noncash income 
received. The relation of the three sales taxes to differences in family 
size has already been discussed. The significance of the other two factors 
is considered below. 

Statistical data pertaining to the relative effects of the different sales 
taxes on farm and nonfarm consumers are presented in Table VI.” 
According to the estimates, farm consumers with money incomes in 
excess of $1,000 spend appreciably less on taxable items (including 
food) than nonfarm consumers. Consequently, they would pay less 
sales tax. The relative positions of farm and nonfarm consumers would 
be reversed in the money income class under $500. The average farm 
family in this class is significantly larger than the average nonfarm 
family and spends more on taxable items.” 

Farm consumers in all income classes receive larger amounts of 
income-in-kind (such as home-grown food, fuel, and the rental value of 
owner-occupied dwellings) than nonfarm families. None of this noncash 
income would be taxed under a sales tax, although some of it would 
be taxed if purchased on the market. When income-in-kind is combined 
with money income, it appears that farmers in all income classes would 


*The average number of persons per consumer unit in 1941 was 3.09 persons for non- 
farm consumers and 4.03 persons for farm consumers. (See “Spending and Saving of the 
Nation's Families in Wartime,” Bull. No. 723, Bur. of Lab. Stat., Dept. of Labor, 1942.) 


“The table considers only the expenditures of farmers for consumption purposes. The 
sales tax would undoubtedly apply to some “cost goods” (e.g., building materials) used in 
larm production and, consequently, might affect net farm income. The possibility of price 
rises to compensate for such tax-induced increases in farm costs is considered below. 

“In 1941, single persons accounted for 7 per cent of the farm consumers in the $0-$500 
class and 44 per cent of the nonfarm consumers in this class. For all income classes. com- 
bined, single persons constituted 4 per cent of farm consumers and 16 per cent of nonfarm 
consumers. (See Bureau of Labor Statistics, op. cit.) 
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pay a smaller percentage of their total consumer income under a sales 
tax with no exemptions than would nonfarm groups. 

A food exemption would tend to reduce the advantage of farm 
families under a sales tax, since the figures in Table VI show that food 
purchases make up a larger part of the taxable spending of nonfarm 


TaBLeE VI—EXPENDITURE PATTERNS AND EFFECTIVE SALES TAX Rates BY Money 
Income LEVEL, FARM AND NONFARM CONSUMERS, 1941 


Average 10%, 
number | Average income Average taxable Food as sales tax 
spending Average} % of includin 
Net money food taxable 
i lass | Per ur- | spendin ood as 
con- Includ- | Exclud-| Spending! % of 
sumer | Money I 63 a ing ing chases? a % money 
unit kind food food income 
Nonfarm 
consumers 
$ 0-$ 2.01 $ 300 | $163 | $ 226|$ 76) $ 150 66% 7.5% 
500- 1,000 | 2.77 742 | 172 469 184 285 61 6.3 
1,000- 1,500 | 2.89 1,243 | 150 732 314 418 57 5.9 
1,500- 2,000 | 3.35 1,737 | 162 996 454 542 54 5.7 
2,000- 3,000 | 3.45 2,449 | 176 1,372 657 715 52 5.6 
3,000—- 5,000 | 3.72 3,426 | 213 1,904 964 940 49 5.1 
5,000 andover, 4.35 | 11,696 | 358 3,810 | 2,137 | 1,673 3.3 
Farm 
$ 0-$ 500 | 3.74 270 | 417 267 136 131 49 9.9 
500- 1,000 | 4.04 737 | 529 471 248 223 47 6.4 
1,000- 1,500 | 4.74 1,226 | 557 625 330 295 47 5.1 
1,500—- 2,000 | 4.30 1,701 | 602 779 442 337 43 i} 4.6 
2,000- 3,000 | 3.52 2,439 | 603 1,014 572 442 44 4.2 
3,000- 5,000 
& ever }| 4:46 | 5,589] 719 | 1,272] 757] sis| 41 | 23 


Source: Computations based on statistical data published in “Spending and Saving of the 
Nation’s Families in Wartime,” Bull. No. 723, Bur. of Lab. Stat., Dept. of Labor (1942). 

* Includes the value of home-grown food, housing of home owners, free fuel, and other 
goods received without direct money payment. 

» Food expenditures in the original study include purchases of alcoholic beverag:s and 
other items which would probably be excluded from a food exemption under a sales tax. It is 
believed, however, that this fact does not significantly distort the above figures in so far as 
relative comparisons between farm and nonfarm consumers are concerned. 


than of farm consumers. Provision for a per capita exemption, on the 
other hand, would have the opposite effect, for it would increase the 
relative effective-rate differential between farm and nonfarm con- 
sumers. Farmers at a given income level would generally pay even less 
tax relative to nonfarm families at the same level than under a sales 
tax with no exemptions. To the extent that this would result because 0! 
the larger size of farm families, it would indicate that the per capita 
exemption plan would probably be the more equitable one. To the 
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extent that it would occur because of the lower level of farm spending, 
however, it would indicate that the tax without exemptions would be 
preferable.” 


IV. Anti-inflationary Effectiveness 


A final aspect of the equity problem relates to the probable effects 
of the different taxes on the incomes of consumers. If some consumers 
were able to obtain upward adjustments in their incomes to compen- 
sate for the sales tax, they would in effect be shifting their share of the 
tax onto others.” 

Such tax shifting might prove to be significant under present condi- 
tions because of the manner in which the sales tax might affect prices 
(excluding tax) and wage rates. To the extent that it occurred, it would 
represent a serious violation of the primary intent of the tax, which 
is to assess individuals on the basis of their purchases of taxable goods 
and services. Especially in those cases where the higher prices and 
wages were paid at the government’s expense, such increases would be 
a reductio ad absurdum, for the government would in effect be paying 
the sales tax liability of the groups concerned. If the higher wages and 
prices were paid at the expense of other groups in the economy, particu- 
larly groups not strategically situated from the standpoint of exacting 
similar increases in their incomes, it would mean that these persons 
would be compelled to curtail their spending or saving to a greater 
extent than would otherwise have been necessary. A more inequitable 
way of distributing a part of the tax load is difficult to conceive. 

The question of the probable tax effects on consumer income is, how- 
ever, more than a matter of tax equitableness. It directly involves the 
wartime price and wage stabilization program and determines to a 
large extent one’s appraisal of the different sales taxes as anti-infla- 
tionary measures. Should compensatory boosts in incomes occur, busi- 
ness costs, selling prices, and the volume of federal outlays would be 
increased. Mutually interacting stimuli for further increases in incomes 


“While this analysis appears to justify granting a larger personal exemption to nonfarm 
than to farm consumers, such differentiation would be extremely difficult to make and 
would be of questionable equitableness in many cases due to the wide variation in condi- 
tions among farmers. 

“The view that consumers necessarily are the final resting place for sales taxes is deeply 
imbedded in much of the economic literature on tax shifting and incidence. In recent years, 
how ever, aS more economists have accepted the “total effects” approach to tax burden and 
incidence problems, it has come to be recognized that many consumers, in their capacity 


as producers, are able to benefit from various forms of tax shifting. (See, for example, 
C. F Wehrwein, “Taxes and the Consumer,” Am. Econ. Rev., Vol. XXVIII, No. 1 (Mar., 
1938), pp. 92-99. For a brief discussion of the history and significance of the “incidence” 


concept, see E. E. Oakes, “Incidence of the General Income Tax,” Am. Econ. Rev., Vol. 
XXXII, No. 1 [Mar., 1942], suppl., pp. 76-82.) 


INE 
ales 
arm 
In 
S tax 
iding 
1 as 
of 
ney 
yme 
4 
3 
9g 
6 
4 
1 
) 
f the 
ther 
It is 
the 
the | 
yn- 
ess 
les 
of 
ita 


294 THE AMERICAN ECONOMIC REVIEW [ JUNE 


and prices would be generated by both the higher level of costs and 
the expansion of consumer spending power. These stimuli would 
counteract the deflationary effects ordinarily attributed to sales taxes, 

Prior to exploring these inflationary aspects in detail, consideration 
should be given to the relative anti-inflationary effects of the three sales 
tax variants. These effects would be a function chiefly of the amount 
of revenue obtained, the relative tax payments at different income b 
levels, and the tax rate. That type of sales tax which yielded most 
revenue would have an advantage from an anti-inflationary viewpoint 
because it would make most headway in absorbing excess consumer 
spending power. The sales tax which fell heaviest on low-income con- 
sumers would have a similar advantage because there would be a greater 


likelihood that much of the spending power absorbed would be at the : 
expense of consumer spending instead of saving. Finally, the higher 
the tax rate, the greater the penalty that would be placed on spending +t 
and the more effective the tax would be in directly deterring consump- b 
tion. Putting aside consideration of the rate level, earlier discussion has t] 
shown that a sales tax without exemptions would appear to be most " 
anti-inflationary; it would have the broadest tax base and the greatest 
potential yield, and would be most regressive relative to consumer p 
income. 
Offsetting these anti-inflationary effects would be the various tax - 
pressures on farm prices, wage rates, and business costs. . 
Tax effects on farm prices ’ 
The sales tax would automatically induce many farm price increases 
as a result of the operation of the parity formula.” The tax would add sc 
to the prices of many items purchased by farmers, thereby raising the a 
Department of Agriculture’s prices paid index, the index used in com- u 
puting farm parity prices. A 10 per cent tax without exemptions would li 
raise the level of parity prices 6 or 7 per cent. To determine the effects tl 
which such a boost in parity would have on the market prices of agri- u 
cultural products and on the cost of living requires detailed price n 
analyses of the many farm products. Consideration must be given to P 
the current demand and supply situation, to price ceilings and the gov- th 
ernment’s price-support program, to the competitive and joint relations th 
existing among farm products, and to the effects of the tax on the ; 


attainment of farm production goals. 

Estimates have been made showing that if a 10 per cent retail sales 
tax without exemptions had become effective July 1, 1943, the index 
of prices received by farmers would have averaged 4 per cent higher 


* For a detailed analysis of the effect of a sales tax on the agricultural price structure, 
see Revenue Revision of 1943, op. cit., pp. 1193-98. 1 
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in 1944 and retail food prices (excluding tax) would have averaged 6 
per cent higher.** In addition to this 6 per cent, food prices (including 
tax) would have increased 10 per cent immediately after the tax went 
into effect. 

Provision for personal exemptions would not have any appreciable 
effect upon the magnitude of the agricultural price increases that would 
be induced by the sales tax, provided that the tax rate were the same 
as the rate of the tax without exemptions. If the tax rate were raised 
to yield the same revenue as the latter tax, however, the tax with per- 
sonal exemptions would probably induce greater farm price-increases, 
since the higher tax rate would result in a larger increase in the level 
of parity prices. 

A food exemption, on the other hand, would reduce the tax effects on 
farm prices, if equal-rate taxes are compared, since the prices-of-food 
items included in the prices-paid index would not be directly affected 
by the tax. But, if the comparison is made in terms of equal-yield taxes, 
the tax with food exempt would cause a slightly higher boost in parity 
and market prices than would the tax without exemptions. 

In summary, the effects of the different sales taxes on agricultural 
prices would be least significant for the tax with food exempt, if equal- 
rate taxes are compared, and for the tax without exemptions, if equal- 
yield taxes are compared. 


Tax effects on wage rates 


Wage-rate boosts to compensate for the sales tax would not have the 
sanction of law, as would many agricultural price rises, but they might 
nevertheless prove just as difficult to avoid. The wartime wage stabiliza- 
tion program is under constant pressure chiefly because actual cost-of- 
living increases since January, 1941, have been substantially greater than 
the 15 per cent figure embodied in the Little Steel Formula, the formula 
used by the National War Labor Board as a yardstick for appraising 
many claims for wage increases.”’ Not only would the direct and indirect 
price effects of the sales tax magnify the disparity between 15 per cent and 
the actual cost-of-living increase, but, if food sales were not exempted, 
the largest increases would be in food prices—increases most likely to 
evoke wage demands. It seems improbable that the National War Labor 
Board and the Office of Economic Stabilization would be able to avoid 
some modification of present wage and price policies in the face of a 
sales tax, particularly if farm groups were able to recoup their tax 


* Ibid., p. 1197, 


“The increase in the Bureau of Labor Statistics cost-of-living index between January, 
1941, and November, 1943, was about 23 per cent. 
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payments through the operation of the parity mechanism.” A further 
consideration supporting this view is that labor groups apparently look 
upon a sales tax as a discriminatory levy on low-income families.” 

Assuming complete shifting of the sales tax by retailers to consumers, 
a 10 per cent tax without exemptions, or with personal exemptions, 
would cause a direct increase of 6.9 per cent in the Bureau of Labor 
Statistics cost-of-living index.*° A 10 per cent tax with food exempt 
would raise the index 2.8 per ceui. If the rate for the tax with food 
exempt were raised to 16 per cent in order to yield as much as a 10 per 
cent tax without exemptions, the increase in the cost-of-living index 
would be 4.5 per cent, still substantially below the 6.9 per cent increase 
under the 10 per cent tax without exemptions.” 

While changes in the cost-of-living index are only one of several fac- 
tors affecting the wage stabilization program, the significance of the 
tax effects on the index should not be underestimated. A wartime wage 
policy based upon the maintenance of a given relationship between wage 
rates and living costs is being advocated in many quarters. 


Exclusion of tax from cost-of-living and parity indexes 


In view of the futility of taxing to prevent inflation while at the same 
time permitting wage and price increases to compensate for the tax, it 
is conceivable that the sales tax law would prohibit the inclusion of the 
tax in the official cost-of-living and parity indexes. If the tax did not 
provide for any exemptions, however, exclusion from the cost-of-living 
index would probably have little real significance. Living costs would 
have been raised, regardless of how the index behaved, and it seems 
likely that labor groups would merely become more critical of the index. 
Similarly, the wage effects of a sales tax with food exempt probably 
would not be changed by excluding the tax from the index. 

Under a sales tax personal exemption plan, however, exclusion from 
the cost-of-living index, together with a policy statement that com- 
pensating wage increases would not be permitted, might be significant 
in enabling the government to hold the line on the wage front. The 
personal exemption provision would reduce the tax regressiveness ap- 
preciably and would exempt many low-income workers from a large 


* Fred M. Vinson, Director of the Office of Economic Stabilization, testified before the 
Ways and Means Committee that he could not hold the line on the wage and price front 
if a 10 per cent retail sales tax were levied. (Revenue Revision of 1943, op. cit., p. 398.) 

**See statements of Philip Murray and other labor representatives, ibid., pp. 909-1006. 

” The computations are based on the cost-of-living index as of September 15, 1945. 

“On September 15, 1943, food had a weight of 41.4 per cent in the Bureau of Labor 
Statistics index and the combined weight of all the items that would be covered by a sales 
tax including food was estimated at 68.6 per cent. Food therefore accounted for 60.3 per 
cent of the taxable items in the index. 
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part, if not all, of the tax. Therefore, one might expect less resistance 
to efforts to prevent the tax from being reflected in higher wages. 

If the sales tax law excluded the tax from the index of prices paid by 
farmers, it would obviate automatic increases in parity and food prices. 
Some increases might nevertheless be required to insure that the tax- 
induced increases in farm costs would not interfere with the realization 
of farm production goals. Changes in existing subsidy programs might 
also be necessary. A possible compromise would be to permit inclusion 
of the sales tax on items entering into farm costs and to prohibit inclu- 
sion of the tax on items purchased to meet everyday living needs.*? 
Such a compromise, however, would not be equitable among producers 
of different farm products, since tax-induced boosts in the parity index 
would have diverse effects upon the prices of various crops and dairy 
and livestock products. 

The case for excluding the sales tax from parity computations, or 
for adopting some compromise, would be strongest if personal exemp- 
tions were provided. Farmers would in effect be favored in that event 
because of their noncash income and lower level of consumption spend- 
ing. They would be relatively worse off under a tax with food exempt 
than under the other twc sales taxes (although a food exemption would 
not actually discriminate against farmers but merely would tend to 
equalize their position relative to nonfarm groups). Whether or not 
farmers would be more opposed to exclusion of the tax from the parity 
index if food were exempt is difficult to say. They might prefer a food 
exemption because of an unwillingness to have their products taxed, 
even under wartime supply conditions. 


Tax effects on business costs 


The inflationary forces set in motion by a sales tax would also be 
active in a third sector, but surrender to the pressure for higher prices 
in this case would not violate the intent of the sales tax. For important 
reasons, it would be desirable to exclude from the sales tax all sales to 
business concerns (including farmers) of articles to be used in their 
operations. It is frequently not recognized, however, that administrative 
considerations, as well as past experiences with retail sales taxes, rule 
out the possibility of confining the tax in that manner. 

. “The Department of Agriculture’s prices-paid index includes the prices of 88 items used 
in farm production and 86 items used in family living. (See Department of Agriculture, 


‘Index Numbers of Prices Paid by Farmers for Commodities,” June, 1935, and “Parity 
Prices, What They Are and How They Are Calculated,” June 30, 1942.) 


“It is extremely doubtful that any type of compromise could be made on the issue of 
excluding the sales tax from the index of prices paid by farmers. The index is intended to 
measure prices actually paid and includes state sales taxes. Moreover, existing pressures are 
in the direction of higher prices. 


“See Revenue Revision of 1943, op. cit., pp. 1125-37, 1210-13. 
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The cornerstone of a retail sales tax law is the “sales for resale 
principle,” according to which retail sales are distinguished from other 
sales. This principle defines retail sales as all sales except sales of 
articles which are to be resold in the form in which purchased, or 
which are to become physical ingredients or component parts of goods 
which are to be resold. Sales to business concerns would be exempt 
under a retail sales tax, therefore, only to the extent that they satisfied 
this technical definition of sales for resale (or to the extent that the law 
exempted specific classes of sales from the tax). A bakery would not 
pay a sales tax when it purchased flour and eggs, but it would pay a tax 
when it purchased fuel, baking tins, and mixing machinery, regardless 
of whether these articles were purchased from a manufacturer, whole- 
saler, or ordinary retail store. Similarly, many other business purchases, 
such as durable equipment, office supplies, and building materials, 
would be considered retail sales. 

Few states have gone beyond the physical ingredient rule or compo- 
nent part test to exempt from their retail sales taxes sales to business 
users, except that the majority of them provide for the exemption of 
sales of feed, seed, and fertilizer to commercial producers. Exemption 
of certain classes of goods, such as fuel, which are purchased heavily 
by business users, would relieve businesses (as well as individual con- 
sumers) from part of the tax, but many “cost goods” could not be ex- 
cluded in this manner without disproportionate revenue losses and a 
serious enhancement of administrative problems. To differentiate be- 
tween taxable and nontaxable sales on the basis of whether the sales 
were made to business firms or to individual consumers would not be ad- 
ministratively workable, since many purchases made by business con- 
cerns could be readily diverted to personal use. It would be adminis- 
tratively impractical to check the validity of many of the claims for 
sales tax exemption which would be precipitated. 

Taxing sales to business firms would conflict with price stabilization 
by creating pressure for price ceiling adjustments to compensate for the 
tax-induced increases in costs. Adjustments would be unavoidable be- 
cause some industries would not be able to absorb the tax without undue 
hardship. To the extent that price adjustments were permitted, there 
would be repercussions un other parts of the price structure. The 
original breaks in the ceilings would tend to be widened.” 

It would seem that the particular sales tax variation adopted would 
have little effect upon the extent to which “cost goods” could be ex- 
empted. Under any of the taxes, there would be a clear-cut case for 
exempting as many such items as would be possible without seriously 
impairing administration and revenue productivity. A sales tax without 


* Ibid., pp. 1192-93. 
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exemptions, however, would require the lowest tax rate to raise a given 
amount of revenue and would therefore have least effect on business 
costs per dollar of yield. 


V. Administrative Considerations 


Administrative considerations are closely related to the problem of 
selecting the most desirable type of sales tax. Of the three forms of 
retail taxes, the one without exemptions would be simplest to adminis- 
ter, but it appears that its advantage over the tax exempting food would 
not be great. A food exemption would give rise to a variety of problems 
revolving about (1) the distinction between foods and vitamins and 
other preparations for use as dietary supplements, and between these 
latter preparations and tonics and medicines; (2) the distinction be- 
tween food and candy; (3) the taxing of soft drinks and alcoholic 
beverages sold or served in connection with meals; and (4) segregation 
by sellers of taxable and exempt sales and checking of the sellers’ 
records. 

Counterbalancing these difficulties, on the other hand, would be cer- 
tain problems which a food exemption would avoid, including (1) col- 
lecting the tax with respect to retail sales of food by farmers; (2) segre- 
gating the portion of the charges of boarding houses and American plan 
hotels and resorts representing the sales price of meals furnished to 
guests rather than the cost of lodgings; (3) taxing sales of meals in 
lunchrooms operated by schools or school organizations, by employers, 
or by employee organizations; (4) determining when the furnish- 
ing of meals by an employer to an employee constitutes a taxable trans- 
action; and (5) determining under what circumstances the furnishing 
of meals by various nonprofit organizations constitutes taxable sales. 

The tax without exemptions would impose a smaller compliance 
burden on business concerns because it would obviate separate record 
keeping for food sales and other taxable sales. A further administrative 
consideration in its favor is that a lower tax rate would be needed to 
raise a given amount of revenue. 

The sales tax with a per capita exemption would be considerably 
more difficult to administer than either of the others. It would present 
all the problems arising out of the ordinary type of sales tax, in addition 
to those resulting from the personal exemption provisions. The distribu- 
tion of the exemption coupons or certificates to consumers would require 
a large staff for supervisory, investigative, and clerical purposes. The 
necessary administrative machinery would be similar in many ways to 
that required for consumer rationing programs. Safeguards would have 
to be established against false claims and duplicate registration by 
consumers and against counterfeiting. If experience with the relief 
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programs of the thirties is any indication, there would be many at- 
tempts to obtain coupons illegally. (The coupons would undoubtedly 
have a cash value, since coupon transfers could not be prevented.) The 
day-to-day work of issuing exemptions to new-born infants, discharged 
service men, and similar persons, of handling claims when certificates 
had been lost or destroyed, and of revising registration lists when per- 
sons died, entered the armed forces, or entered institutions, would be 
substantial. 

The handling of exemption coupons would create inconveniences for 
consumers and additional costs for retailers and the government. Stores 
which are seriously understaffed and are required to comply with war- 
time price-control and rationing regulations would be compelled to 
handle another set of coupons, as well as to maintain records for sales 
tax purposes. Collection of the tax would be more costly to the Bureau 
of Internal Revenue because taxpayers would be able to discharge their 
liabilities with combinations of cash and coupons of different denomi- 
nations. 

While the administrative requirements of the exemption plan would 
depend to some extent on the degree of effectiveness to be achieved, 
it would appear that tax administration is not an area where much 
ineffective administration could be tolerated without a dangerous under- 
mining of taxpayer morale. 


VI. Summary 


This study has compared three sales tax variants on the basis of their 
revenue potentialities, equitableness, anti-inflationary effectiveness, and 
administrative requirements. It is evident from the analysis that no one 
of the variants is superior to the others on all counts. In order to deter- 
mine which type of sales tax would be most acceptable as a federal 
revenue measure it is necessary to balance considerations which are 
oftentimes conflicting. It is not sufficient merely to rank each tax ac- 
cording to the different criteria and count to see which ranks highest 
the greatest number of times. Allowances must be made both for differ- 
ences in the relative importance of the several criteria and for variations 
in the extent to which each would be satisfied by the three sales taxes. 


Tax without exemptions 


A retail sales tax with no exemptions except those desirable strictly 
from an administrative viewpoint or to avoid multiple taxation would 
have important advantages due to its relative administrative simplicity 
and the possibility that it would yield most revenue. Its disadvantages 
would include the disproportionate sacrifices that would be required of 
low-income consumers and large families, and the difficulties that would 
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be experienced in adhering tc the government’s price and wage stabiliza- 
tion program in the face of the inflationary pressures which the tax 
would set in motion. The risk of causing a serious weakening of the 
stabilization program would be great if a tax rate as high as 10 per 
cent were enacted. 


Tax with food exemption 


A tax with food sales exempt would be almost as acceptable from an 
administrative viewpoint as the tax without exemptions and it would 
place a smaller burden on low-income families per dollar of revenue 
yield.’ It would be the most equitable of the three variants in its 
relative effects on farm and nonfarm consumers, and it would un- 
doubtedly be less inflationary (or more anti-inflationary) than the tax 
without exemptions. Its effect on the parity index would be only slightly 
greater even though its rate were adjusted to yield the same revenue, 
and it would induce a smaller increase in the cost-of-living index per 
dollar of revenue yield than would a tax without exemptions. Moreover, 
a food exemption might have some psychological value in combatting 
the inflationary wage pressures that would be exerted by a sales tax, 
since workers are very conscious of changes in food prices. Food expen- 
ditures bulk large in the budgets of low-income nonfarm consumers, 
and the amount spent for food is less flexible than expenditures for most 
other items. 

A food exemption would impair the fiscal productiveness of a sales 
tax, but some sacrifice of revenue might be justified in order to increase 
the equitableness of the tax and minimize its price-increasing and wage- 
increasing effects. 


Tax with personal exemptions 


A personal exemption provision would offer significant advantages 
in lightening the burden of a sales tax on low-income groups and giving 
needed tax relief to large families. It might also make the inflationary 
pressures that would result from the sales tax more amenable to gov- 
ernment control. 
These advantages, however, should be balanced against the formi- 
dable administrative requirements of the plan. Use of exemption certifi- 
cates redeemable in cash, rather than sales tax coupons acceptable in 
payment of the tax, would be more desirable from an administrative 
* Although the gain in the latter respect does not appear to be great on the basis of the 
ver-all tax distribution estimates in Table II, it should be noted that the gain would be 
relatively largest for low-income city families who would be most in need of tax relief. 
Money expenditures on food are higher relative to income for city families than for all 


consumers combined, because the over-all averages are reduced by the lower food outlays 
of farm families. 
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standpoint, but it would have the disadvantage of separating the grant- 
ing of the exemption from the paying of the tax. Some savings in ad- 
ministration might be realized by assigning the task of distributing the 
personal exemptions to local price and ration boards, but this would 
not alleviate the compliance burdens on consumers and retailers. More- 
over, to accept the rationing program as establishing a standard of 
performance for sales tax administration would probably mean the 
sanctioning of some measure of fraud. The present rationing setup 
permits little investigation of consumers’ claims, and, so far as is known, 
few attempts are made to uncover cases of duplicate registration. 

The personal exemption plan would have other deficiencies. Raising 
the tax rate to compensate for the revenue loss due to the exemption 
would make effective administration more difficult to achieve and would 
magnify the tax effects on business costs. Farm groups would be given 
an advantage because of their lower expenditure level. Finally, many 
persons would doubtless be reluctant to accept the idea of granting a 
sales tax rebate to everybody in order to protect a minority of the 
population. 
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MONETARY EXPANSION AND THE INFLATIONARY GAP 


By CLarK WARBURTON* 


The comments of Messrs. Ensley and Goode’ on my notes regarding 
the inflationary gap indicate that there is another gap of great im- 
portance that needs to be closed or bridged—the gap between econo- 
mists who approach the problem of price inflation from analysis of 
the use of income and those who approach it from monetary theory 
and the analysis of monetary statistics. That gap, I believe, can be 
bridged by consideration of the possibility that, in the present state 
of statistical information, the approach from monetary theory provides 
a more usable over-all measure of how people adjust their expenditures 
to wartime changes in income than does analysis of the customary 
use of income. 

Both approaches to wartime inflation in the prices of consumers’ 
goods and services start from the habits of individuals regarding their 
expenditures. The use of income approach asks the questions: What 
is the usual or expected relation of consumers’ expenditures to their 
incomes? With a given change in income, what change in consumption 
expenditure is likely to occur? The monetary approach asks the 
questions: What is the usual or expected relation of consumers’ expendi- 
tures to their cash balances, or of cash balances to expenditures? With 
a given change in cash balances, what change in expenditures is likely 
to occur? Both approaches are designed to provide an estimate or 
forecast of the monetary value of consumers’ expenditures for com- 
parison with the estimated value of available supplies at current prices. 

Which of the two approaches is the more useful depends upon (1) 
which relationship—consumers’ expenditures to individuals’ incomes, 
or to their cash balances—past experience indicates to be the more 
stable; (2) which relationship is less likely to be upset by the change 
from peace to war conditions, or by the rapid growth in individual 
income accompanying wartime production; and (3) which of the two 
items, individuals’ incomes or their cash balances, can be more inde- 
pendently and accurately forecast. 

The statistical data available for deriving the two relationships, 

* The author is Principal Economist, Division of Research and Statistics, Federal pape 
Insurance Corporation. The views he expresses are personal views only. 


“Mr. Warburton on the Gap,” Am. Econ. Rev., Vol. XXXIII, No. 4 (Dec., 1943), 
pp. 897-99, 
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for the period 1919-1943, are shown in Table I, and the relationships 
in Table II. The relative stability of the ratios of consumers’ expendi- 
tures to incomes and to cash balances, during these years, is indicated 
by the data in Table III. Prior to 1929 there is little difference between 
the stability of the ratios to income and those to cash balances. During 
the great depression the ratios to income were decidedly more stable 
than those to cash balances. Following the depression, and prior to 
1941, there is little difference between the stability of the two ratios.’ 
In summary, experience between the World Wars—excluding the 
abnormalities of the great depression—does not indicate the superiority 
of either method of approach over the other. 

The data for 1941-1943 suggest that the normal relationship between 
consumers’ expenditures and their incomes has been upset by the 
defense program and by war to a much greater degree than the 
relationship between consumers’ expenditures and their cash balances. 
This is not accidental, but is an inevitable consequence of the method 
of financing the war. The entire amount of government borrowing 
necessarily appears in the savings of individuals and business (includ- 
ing unused depreciation and depletion allowances). If the borrowing 
is from sales of government obligations to nonbanking investors, with 
no change in the volume of money in the economy, the amount of the 
borrowing appears directly in individual and business savings. If the 
borrowing is from the banking system, with no change in other 
bank assets, the volume of money is expanded and the amount of the 
borrowing appears in individual and business savings in the form 
of an increase in cash balances. If the borrowing is from the banking 
system, but individuals and business reduce their indebtedness to 
banks, so that bank assets and bank deposits are unchanged, the 
government borrowing appears in individual and business savings in 
the form of a reduction in their outstanding indebtedness. 

War production is now, roughly, about one-half of total output, 
as measured by value, and about two-thirds of the cost of the war is 
being met by government borrowing. This means that approximately 
one-third of the value of the total output must appear in the savings 
of individuals and business, including unused depreciation and kindred 
allowances. After making allowance for business savings and deprecia- 
tion and kindred allowances, the balance is a far larger sum, relative 
to the aggregate income of individuals, than savings in normal cir- 
cumstances. 


? Variability, in Table III, is measured by percentage deviations from trend, with the 
arithmetic average used as a constant trend value in the case of the ratio of expenditures 
to income, since that ratio has no significant trend. The same conclusions can be reached 
by calculating variability in terms of percentage changes in the ratios from one year to the 
next. 
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TaBLE I.—ConsuMERS’ EXPENDITURES, INCOME, AND CASH BALANCES, 1919-1943 


(In billions of dollars) 
Expenditures for 
Consumers’ Goods Individual Income Average Cash Balances 
and Services* 
Year 
’ Including | Dispos- | Income of | Individ- = Percentage 
Excluding | personal able Individ- | uals and indivi Held by 

Taxes Taxes Income uals Business* uals* | Individuals 
1919 55.1 56.7 64.0 65.6 35.65 
1920 61.3 63.1 67.4 69.2 39.24 ° ° 
1921 52.1 OW 54.2 55.8 37.38 e e 
1922 53.1 54.4 58.9 60.2 38.20 e e 
1923 9.2 60.5 68.1 69.3 42.25 e e 
1924 60.3 61.5 68.9 70.1 44.09 ° e 
1925 64.5 65.7 72.8 74.0 47.14 e e 
1926 68.0 69.3 75.4 76.7 49.17 e e 
1927 67.7 69.0 75.8 77.1 50.77 42.87 84.4 
1928 69.4 70.8 77.6 79.0 53.07 43.44 81.9 
1929! | [72.2] [73.8] [81.8] [83.4] 52.98 41.45 78.2 

| [70.8] [73.9] [79.6] [82.7] 

1930 | 64.9 67.6 70.7 73.5 51.60 40.16 77.8 
1931 | 54.2 56.7 59.6 62.2 50.61 39.06 77.2 
1932 | 43.0 45.0 45.6 47.6 44.38 35.75 80.6 
1933 | 42.4 44.3 44.5 46.5 41.22 33.16 80.4 
1934 | 47.7 49.7 51.0 53.1 43.96 33.62 76.5 
1935 $2.2 54.6 56.3 58.8 48.18 36.37 75.5 
1936 59.1 62.1 65.2 68.3 52.63 39.86 75.7 
1937 62.5 66.1 69.2 72.7 55.30 42.58 77.0 
1938 58.5 62.3 62.9 66.6 55.21 42.08 76.2 
1939 | 61.7 | 65.3 67.7 71.3 58.66 44.32 75.6 
1940 65.7 69.8 73.2 77.1 63.90 47.62 74.5 
1941 74.6 79.3 88.2 92.9 71.87 53.55 74.5 
1942 | 82.0 | 89.6 108.8 116.5 81.14 61.42 75.7 
1943 90.5 | 109.5 124.1 143.1 100.40 | 76.00 75.7 


* 1921-1929, Barger, Oublay and Income in the United States, 1921-38, pp. 50-51, 52-53 
and 226-27. Farm rentals and imputed nonfarm rentals are excluded for comparability with 
Department of Commerce estimates, 1929-1943, Survey of Current Business, May, 1942, p. 12, 
and Jan., 1944, pp. 2 and 17. Social Security and government retirement contributions by 
employees, which are not shown separately in these references, are added to “personal taxes 
and nontax payments.” 1919-1920, from sources used by Barger for subsequent years. 

» 1919-1929, Kuznets’s estimates of “aggregate payments including entrepreneural sav- 

ings,” National Income and Its Composition, pp. 328-29, are used for income of individuals, 
with disposable income estimated by deducting personal direct taxes therefrom, 1929-1943, 
Survey of Current Business, March, 1943, p. 22, and Jan., 1944, p. 17, and Monthly Income 
Payments in the United States, 1929-40, p. 10. 
__ Income of individuals is the same as the Department of Commerce “income payments to 
individuals” plus the portion of “employment taxes” paid by employees. The difference be- 
tween disposable income and income of individuals consists of income taxes, Social Security 
contributions of employees, and government employee retirement deductions. 


| 
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Messrs. Ensley and Goode recognize the increased proportion of 
income saved in wartime in their statement: “A price increase does 
not close the gap simply by adding to nominal supply with incomes 
and demand remaining constant. The price rise brings about an 
increase in incomes and a redistribution of incomes and savings. Equi- 
librium is reached only when individuals are willing to save the fraction 
of their disposable incomes equal to the proportion of production 
bought with the proceeds of government borrowing” (p. 899). However, 
they ignore three extremely pertinent aspects of this situation. First, 
the unusually high proportion of income saved in wartime is not 
related to price inflation. So long as government takes a given pro- 
portion of the national output, by value, and meets a given proportion 
of its expenditures by borrowing, and business expansion is negligible, 
the proportion of income saved will remain approximately stable, 
regardless of whether prices are stable or galloping skyward. Second, 
the wartime redistribution of incomes is such that savings would be 
expected to be a smaller, rather than a larger, part of disposable in- 
incomes, because of the extremely high rates of income taxation on 
the upper income classes, where the percentage of income saved is 
normally high, and the great increase in employment and aggregate 
income in the lower income classes, where the percentage of income 
saved is normally small. Third, a rise in prices makes saving a given 
proportion of income more difficult rather than less. The increase in 
incomes brought about by a price rise, to which Messrs. Ensley and 
Goode refer, will bring about a willingness to save a larger fraction 
of aggregate income only when—after taxes—it makes the rich richer 
through fat business profits at the expense of the poorer classes who 
do not save much anyway. 

The conclusion of this discussion is as follows: (1) that the normal 
ratio of savings to aggregate disposable income must be upset by the 
war; (2) that the degree of alteration in the proportion of income 
saved is closely related to the proportion of government expenditures 


The larger amount of disposable income and of consumers’ expenditures in 1929 shown by 
the data from Kuznets’s and Barger than by the data from the Department of Commerce is 
due primarily to classification by the Department of Commerce as “personal tax and nontax 
payments” of a portion of taxes other than income taxes and of fees, etc., paid to government. 

© Includes cash balances of state and local governments. For method of estimate see “The 
Volume of Money and the Price Level Between the World Wars.” (Mimeographed copy 
available on request to author.) 

4 Includes cash balances of unincorporated business enterprises and of social organizations. 
The difference between the figures in this column and those in the preceding column is the 
estimated average cash balances of business corporations and bank deposits of state and 
local governments. 

© Not available. 

‘ Where two figures are given, the first is comparable with data for preceding years, the 
second with data for succeeding years. 
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TABLE II.—PERCENTAGE Ratios OF CONSUMERS’ EXPENDITURES TO INCOMES 
AND CAsH BALANCES, 1919-1943* 


Consumers’ Expenditures, | Consumers’ Consumers’ Expenditures, 
Excluding Persone] Expenditures, | Including Personal Taxes, 
és Taxes to— Including to Cash Balances of— 
Year Taxes, to 
Disposable | Income of Income of Business and _ 
Income Individuals | Individuals Individuals | Individuals> 
1919 86.1 84.0 86.4 1.590 e 
1920 90.9 88.6 91.2 1.608 ° 
1921 96.1 93.4 96.2 1.437 e 
1922 90.2 88.2 90.4 1.424 ° 
1923 87.1 85.6 87.3 1.432 e 
1924 87.5 86.0 87.7 1.395 e 
1925 88.6 87.2 88.8 1.394 e 
1926 90.2 &8.7 90.4 1.409 ° 
1927 89.3 87.8 89.5 1.359 1.610 
1928 89.4 87.8 89.6 1.334 1.630 
19294 [88.3] [86.6] [88.5] [1.393] [1.780] 
[88.9] [85.6] [89.4] [1.395] [1.783] 
1930 91.8 88.3 92.0 1.310 1.683 
1931 90.9 87.1 91.2 1.12. 
1932 94.3 90.3 94.5 1.014 1.259 
1933 95.3 91.2 95.3 1.075 1.336 
1934 93.5 89.8 93.6 1.131 1.478 
1935 92.7 88.8 92.9 1.133 1.501 
1936 90.6 86.5 90.9 1.180 1.558 
1937 90.3 86.0 90.9 1.195 1.552 
1938 | 93.0 87.8 93.5 1.128 1.481 
1939 | 91.1 86.5 91.6 1.113 1.473 
1940 89.8 85.2 90.5 1.092 1.466 
84.6 80.3 85.4 1.103 1.481 
1942 75.4 70.4 76.9 1.104 1.459 
1943 72.9 63.2 76.5 1.091 1.441 


* Derived from Table I. The ratios to income are presented in three digits and those to 
cash balances in four digits for convenience in calculating annual changes in the ratios. How- 
ever, since most of the data in Table I are in three digits a rounding error of 2 in the last digit 
is possible, in addition to the errors of estimate in the data. 

_ ° These ratios differ slightly from those given in my note in the Sept. Review, Vol_XXXIII, 
No. 3, p. 608, due to revisions in the data. 
° Not available. 
' The first figure is comparable with those for preceding years, the second with those for 


succeeding years. 

met by borrowing; (3) that the degree of alteration in the proportion 
ol income saved is not related to the proportion of government bor- 
‘owing obtained, respectively, from nonbanking sources and the bank- 
ing system; and (4) that the direction and degree of alteration in the 
proportion of income saved is different from what would be expected 
to result from the altered distribution of income. 
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The factors causing in wartime an upset of the proportion of income 
saved have not had, it is clear from the data in Table I, a similar 
effect on the ratio of consumers’ expenditures to cash balances. My 
analysis of the pressure on prices, which is criticized by Messrs. 
Ensley and Goode, was directly related to this factual observation. 
However, the conclusion regarding the causal relations among con- 
sumers’ expenditures, cash balances, and income which they attribute 
to me is a conclusion which I did not draw and which I consider errone- 
ous. Speaking of my analysis of the pressure on prices arising from 
monetary expansion, they state: “This, in effect, means that consumer 
expenditures are determined primarily by holdings of one kind of 
asset, namely, cash. .. . It neglects other kinds of assets and discounts 
the paramount influence of income” (p. 897). 

The facts show that during the defense program and the war the 
ratio between consumers’ expenditures and their cash balances has 
been comparatively stable, but this is not because individuals think 
only of their cash balance and never of their income when they decide 
how much to spend for consumers’ goods and services. What it dues 
mean is that individuals, in using their increased incomes during the 
war, have done so in such a manner as to keep the average interval of 
time between the receipt and spending of income about the same as 
formerly. This length of time is, of course, related to the periodicity of 
income payments which has not been substantially altered by wartime 
conditions. That consumers have done this is not surprising; it simply 
means that on the one hand they have not been frightened by the fear 
of inflation into spending at an abnormal rate, and that on the other 
hand they have not succumbed to the “hoarding” of cash. 

But how, the question may be asked, has this perfectly normal 
behavior with respect to the use of income for consumption expendi- 
tures been consistent with an abnormally high proportion of income 
saved—necessitated by the character of government financing and 
shown by the facts—especially when the changed distribution of 
income is such that we would expect a reduced proportion of income 
saved? 

Individuals, as was indicated in my previous notes and is more 
fully elaborated below, have little influence over the total volume of 
money in the economy. They can change the proportion of the total 
which they hold only by spending at an abnormal rate, or by hoarding, 
and then only when their changed rate of use of money is not 
matched by a similar change in the rate of use of money by other 
holders thereof (business or government). If they do not change thei 
rate of spending for consumption they will, when adjusting their 
scale of living to larger incomes, make that adjustment at such a rate 
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TABLE [IT.—VARIABILITY IN Ratios OF CONSUMERS’ EXPENDITURES TO INCOME 
AND TO CasH BALANCES, 1919-1943* 


Year 


Percentage Deviation from 


1919-1940 Average 


Percentage Deviation from 
Trend in Ratio of Consumers’ 
Expenditures, Including 


| 


1919 
1920 
1921 
1922 


1923 | 


1924 
1925 
1926 
1927 


1928 
19 Qe 


1930 
1931 
1932 
1933 


1934 
1935 
1936 
1937 
1938 


Ratio of— Personal Taxes, to Cash 
Balances of— 
Consumers’ Expenditures, Consumers’ 
Excluding Personal Expenditures, 
Taxes, to— Including Per- Business % 
sonal Taxes, and Individuals*® 
Disposable Income of to Income of | Individuals» 
Income Individuals Individuals 
—5.2 —4.3 —5.2 +4.6 d 
+.1 +.9 +1.1 +7.4 d 
+5.8 +6.4 +5.6 —2.6 d 
—.7 +4.6 —.8 —2.0 d 
—4.1 —2.5 —4.2 — d 
—3.6 —2.1 —3.7 —1.1 d 
—2.4 —.7 —2.6 —.3 d 
—.7 +1.0 —.8 +2.9 a 
—1.7 —1.8 +.7 —2.1 
—1.5 —1.6 +.4 
[—2.8] {[—1.4] [—2.9] [+6.3] {[+10.1] 
[—2.1] [—2.5] [—1.9] [+6.4] [+10.3] 
+1.1 +5.7 +1.0 +1.6 +5.2 
+.1 — .8 +1.1 —11.9 —8.6 
+3.9 +2.8 +3.7 —19.0 —20.0 
+5.0 +3.9 +4.6 —12.9 —14.4 
+3.0 +2.3 +2.7 —7.0 —4.5 
+2.1 +1.1 +2.0 —5.4 —2.2 
—.2 —1.5 —.2 _ +2.5 
— .6 —2.1 —.2 +2.8 +2.9 
+2.4 —_ +2.6 —1.5 —.9 
+3.3 —1.5 +.5 —1.3 —.5 
—1.1 —3.0 —.7 —1.8 —.1 
—6.8 —8.5 —6.3 +.7 +1.8 
—17.0 —19.8 —15.6 +2.3 +1.1 
—19.7 —28.0 —16.0 +2.6 — .8 


> Trend is 1.5 per cent per year increase in ratio of cash balances to consumers’ expendi- 


tures, drawn through 1923, 1928 (approximately), and 1936. 


* Trend is .875 per cent per year increase in ratio of cash balances to cansumers’ expendi- 
tures, drawn through 1928 and 1940. 
* Not available. 
* The first figure is comparable with those for preceding years, the second with those for 
succeeding years. 
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as will keep their cash balances in proportion to their increased con- 
sumption expenditures. 

This kind of adjustment of consumption expenditures to larger in- 
comes is not unreasonable, judged solely from the point of view of 
the use of income, but it results, when an individual’s income, or the 
income of a family, is suddenly increased, in a temporary rise in the 
proportion of income saved. The extent of this rise and the rapidity 
with which it tapers off depends upon the change in income and the 
amount of cash balances previously held. To illustrate, take the case 
of a family whose income has been increased from $125 to $250 a 
month, which had previously kept an average cash balance, including 
savings deposits, equal to four months’ consumption expenditures 
including taxes, but had no current savings except increased stocks 
of consumers’ goods. We assume that the family is now purchasing 
savings bonds through payroll deductions of 10 per cent of earnings, 
beginning at the time of receiving the increased income, but that 
after adjusting its scale of living to the higher income has no other 
savings except increased stocks of consumers’ goods.’ In about two years 
this family will have raised its consumption expenditures including 
taxes from $125 per month to $225, and its cash balances including 
savings deposits from $500 to $900. Excluding increased stocks of 
consumers’ goods, the proportion of income saved during the first 
month after the increase in salary will be 42 per cent, which drops 
to 12 per cent a year later and to 10 per cent in two years. The month 
by month figures are given in Table IV. 

The foregoing analysis, which is a combined use-of-income and 
monetary approach to the problem of forecasting consumers’ expendi- 
tures, indicates that the two approaches are not in conflict, but 
that when incomes are expanding rapidly under wartime conditions 
the monetary approach provides a better forecast than the approach 

* The figures used in this illustration are chosen to illustrate changes which occurred from 
the beginning of 1939 to the end of 1942. The average number of employed workers per 
family increased from about 1.20 to about 1.45, and average weekly earnings in factory 
employment from about $24 to about $40. Surveys of family expenditures indicate that 
in general families with annual incomes of $1,500 have very small savings, while those 
with incomes of about $3,000 save a little more than one-tenth of their income, but 4 
portion of these savings is in the form of increased stocks of consumers’ durable goods 
The average cash balances of individuals, including unincorporated enterprises, is more 
than eight months’ consumption expenditures. Recent data on total business deposits indi- 
cate that perhaps one-third of these cash balances is held by unincorporated enterprises 
and nonprofit institutions, leaving personal holdings of cash balances equal to about five 
months’ consumption expenditures. This is reduced to four months on the assumption 
that families in the well-to-do and wealthy classes hold some cash balances awaiting 
investment, and that their total holdings of cash balances are somewhat higher relative to 
consumption expenditures than wage-earners. Data are not available to test this assump- 


tion. As used here, consumption expenditures include personal taxes, and cash balances 
include savings and other time deposits, demand deposits and currency. 
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from past experience regarding the proportion of income saved. 

I turn now to the third question involved in the choice between 
the two approaches, namely, which of the two items, individuals’ 
incomes or their cash balances, can be more independently and accu- 
rately forecast. Since the desired forecast is for comparison with 


TABLE IV.—PROpORTION OF INCOME SAVED WITH AN INCREASE IN INCOME 
(Family with monthly income increased from $125 to $250, savings other than cash and stocks 
of consumers’ goods increased from 0 to 10 per cent of income, and holding cash 
balances equal to 4 months’ consumption expenditures including taxes)* 


Consump- Savings 
Time Period tures |Dedvctions| Addition | Cash | 
Including | for Savings| to Cash Balance Saved 
Taxes Bonds Balance 
Prior to increase in income $125 $500 
Month after increase in in- 
come 
1st $145 $25 $80 $580 42 
2nd 161 25 64 OA 36 
3rd 174 y. 51 695 30 
4th 184 25 41 736 26 
5th 192 25 33 769 23 
6th 199 25 26 795 20 
7th 204 25 21 816 18 
8th 208 25 17 833 17 
9th 212 . 25 13 846 15 
10th 214 25 11 857 14 
11th 216 25 9 866 14 
12th 218 25 7 873 13 
13th 220 25 5 878 12 
14th 221 25 4 882 12 
15th 221 25 4 886 12 
16th 222 25 3 889 11 
17th 223 25 2 891 11 
18th 223 25 2 893 11 
19th-25th 224 25 1 894 10 
26th 225 25 — 900 10 


* Figures are rounded to the nearest dollar or per cent. 


supplies, as a means of judging the probable degree of price inflation, 
a major element in the choice between forecasting the income of 
individuals and forecasting their cash balances is independence of the 
effects of price inflation. 

The income of individuals depends in part directly on the degree 
of price inflation, since every rise in prices of final products of the 
economy increases the value of the product which is divided among 
costs and profits and in the last analysis becomes personal income or 
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business allowances or undistributed profits. Changes in the amount 
of cash balances held by individuals are much less directly dependent 
upon the degree of price inflation. Changes in those balances depend 
upon (1) changes in the proportion of the total volume of money held 
by individuals, which depends upon changes in the relative rate of 
use of money by individuals and by other holders, and (2) changes 
in the total volume of money. 

The proportion of the total volume of money in the economy held 
by individuals is fairly stable. Since 1927, the period for which data 
are available, this proportion has declined at an average annual rate 
of three-fourths of one per cent per year, with annual variations from 
trend not exceeding 4 per cent.* The downward trend is doubtless due 
in part to the inclusion of cash balances of unincorporated enterprises 
with those of individuals, reflecting an increased proportion of business 
done by corporations rather than a more rapid growth in business cash 
balances than in personal accounts. 

Changes in the total amount of cash balances, or money, in the 
economy are dominated by changes in the volume of assets—chiefly 
gold, and bank loans and investments—held by the banking system. 
The banking system, as the phrase is used here, includes Federal 
Reserve banks, commercial banks, mutual savings banks, the postal 
savings system, and Treasury currency issue. Mutual savings banks 
and the postal savings system are included because their deposits are 
similar to savings deposits in commercial banks and should be included 
to avoid distortion of trends in the total supply of money—bank de- 
posits and currency—held by individuals, business, social organiza- 
tions and government. However, at present the annual changes in 
the total volume of money, thus measured, are not greatly affected 
by the operations of mutual savings banks and the postal savings 
system, since their deposits and assets are relatively stable. 

Under the wartime conditions of 1942 and 1943 the change in the 
volume of bank assets, and hence the change in the volume of money, 
has been dominated by the amount of bank purchases of United States 
government securities.° The change in volume of money in the economy 
thus depends primarily upon the portion of the government debt 
incurred in war financing which is absorbed by the banking system. 
It is here that the greatest misunderstanding has existed regarding the 
relation of war financing policy to monetary expansion and price 


“See the last column in Table I. 

*For more complete analyses of changes in bank assets and the volume of money, s¢ 
Table 5 in my article, “The Relation of Government Financing to Gross Income Flow, 
Survey of Current Business, April, 1943, p. 20; and Table 2 in Weiler, “Wartime Savings 
and Postwar Inflation,” Survey of Current Business, July, 1943, p. 14. 
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inflation. Most economists who look at the problem of price inflation 
from the point of view of the normal use of income, including Messrs. 
Ensley and Goode, appear to regard the amount of government secu- 
rities purchased by the banking system as the residual left from gov- 
ernment expenditures after deducting (1) taxes, (2) unused depre- 
ciation and kindred allowances and “idle” business funds which may 
be invested in government securities for the duration of the war, (3) 
the proportion of individual income which is expected to be saved on 
the basis of previous experience and which will be invested in gov- 
ernment securities, either directly or indirectly through reduction of 
personal indebtedness and reinvestment by the creditors in govern- 
ment securities, and (4) additional amounts of bonds which can be 
sold to individuals and enterprises through payroll deductions and 
appeal to individuals during war loan drives on patriotic or other 
motives. The writer, in the note in the Review (Sept., 1943, pp. 607-11) 
to which the comments of Messrs. Ensley and Goode are directed, sug- 
gested that the amount of government securities purchased by the bank- 
ing system is determined by Treasury decisions—allotments to banks, 
issues of bills and certificates of indebtedness designed primarily for sale 
to the banks, and the timing of financing drives for the sale of securities 
to wealthy individuals and business concerns other than banks (p. 611). 

Information which I overlooked at the time of preparation of my 
note for the Review and other information which has since been pub- 
lished, together with further consideration of the significance of the 
“pattern” of interest rates which has been established on government 
securities, indicate that neither of these analyses is an accurate descrip- 
tion of the present situation. In my note in the June Review I quoted 
from the 1942 annual report of the Board of Governors of the Federal 
Reserve System as follows: “. . . The role of credit authorities in 
financing a war without inflation is necessarily subordinate to that of 
other Government agencies. . . . In wartime the Federal Reserve 
authorities must provide the banks with adequate reserves to serve 
as a basis for purchasing such government securities as they are 
expected to purchase”; and interpreted the last clause as a reference 
to Treasury policy (p. 611). However, the following statements from 
the Federal Reserve Bulletin throw a different light on the situation: 


It is most desirable that banks having such funds [excess reserves] should 
actively invest them in short-term Government securities and that a sufficient 
supply of such paper should be maintained during the emergency.® 

{n recent months the Federal Reserve System has made large purchases of 
Government securities principally for the purpose of providing to the banks an 


‘Federal Reserve Bulletin, July, 1942, p. 631. 
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adequate amount of reserves to form the basis for such purchases of United 
States Government securities as are offered to the banks (italics mine)." 

In the present circumstances it is desirable for all banks to keep their funds 
fully invested. This can be achieved now without inconvenience by investing a 
portion of available funds in Treasury bills which for all practical purposes are 
equivalent to excess reserves.® 

Federal Reserve transactions in Government securities during the past fiscal 
year were for the purpose of facilitating the financing of the war. In order to 
provide banks with additional reserves to serve as the basis for purchases of 
Government securities the System added to its total holdings.® 

. . . member bank reserves are almost automatically supplied, with the 
initiative being taken by the member banks rather than by the Federal Reserve 
System.® 


The significance of the foregoing quotations can be understood only 
in connection with the facts: (1) that government securities are offered 
to the banks from two sources, directly by the Treasury in amounts 
determined by the Treasury, and by nonbanking investors and specu- 
lators holding negotiable government securities; and (2) that com- 
mercial banks, as has been emphasized by the Chairman of the Board 
of Governors of the Federal Reserve System, buy securities by creating 
new money.”° Because of their power to create new money, commercial 
banks can purchase securities for a lower rate of return than other 
investors, and can compete with nonbanking investors and bid securi- 
ties away from them by offering the nonbanking investors a profit. 
The “pattern” of interest rates which has been established limits the 
profit which is likely to be cffered by the banks, but the differentials 
among the rates on the various maturities tend to make the securities 
more valuable as time goes by and to encourage their sale by nonbank- 
ing investors to commercial banks. 

The policies of urging banks to keep fully invested, of automatically 
supplying the reserves desired by the member banks, and of supplying 
sufficient reserves to form the basis of such purchases of United States 
government securities “as are offered to the banks” have opened the 
way for the banks to finance the entire wartime deficit by monetary 
expansion except to the extent that (1) nonnegotiable savings bonds 
and certain other issues which the banks are prohibited from owning 
for a number of years exceed in volume negotiable government securi- 


* Ibid., Nov., 1942, p. 1074. 

* Ibid., June, 1943, p. 492. 

* Ibid., July, 1943, pp. 590 and 592. 

* Address in Town Hall, New York City, Feb. 12, 1942, reprinted in Federal Reserve 
Bulletin, March, 1942, p. 212; and hearing on Feb. 17, 1943, before the Senate Committee 
on Banking and Currency on S. 700, p. 14. See also the annual report of the Board of 
Governors of the Federal Reserve System for 1942, p. 27. 
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ties held by nonbanking investors at the beginning of the war, and 
(2) nonbanking investors are willing to invest new savings and rein- 
vest funds returning from expiring investments at the low yields at 
which banks can profitably create new money. The same policies also 
open the way for banks to replace by new loans and investments 
those paid off at maturity without affecting the volume of United 
States government securities they hold. 

During the two years 1942 and 1943 the expansion of the federal 
government debt, exclusive of that held by government agencies and 
trust funds other than the postal savings system, was approximately 
99 billion dollars. This may be divided into three parts, as follows: 
Savings bonds and other nonmarketable securities purchased by 


individuals or by enterprises for specific purposes (e.g. tax 
anticipation), partly on an investment basis and partly from 


patriotic and other motives than investment yield $27 billion 
Securities purchased by the banking system, of which all but $7 
billion represents monetary expansion* 


Marketable securities purchased and retained by nonbanking in- 
vestors on an investment basis in competition with banks buy- 
ing bonds through monetary expansion’? 


In view of the process by which the government deficit is divided 
between banks on the one hand and nonbanking investors on the 
other, it seems clear to the writer that the amount of monetary 
expansion is relatively independent of price inflation, in the sense 
that price inflation has little causal influence upon the volume of 
monetary expansion. Also, the assumption that this process will con- 


“About $7 billion represents an offset to reduced amounts of other bank loans and 
investments (including gold stocks), and therefore should be considered a preventive of 
monetary contraction rather than the basis for monetary expansion. The banking system, 
as the term is used here, includes Federal Reserve banks, commercial and mutual savings 
banks, the postal savings system, and Treasury currency. The expansion in Treasury 
currency, which was less than one billion dollars during the two years, is included in the 
52 billion. 

“ About two-thirds of this amount apparently represents investment, perhaps temporary, 
of corporation profits and depreciation and kindred allowances, and the remaining third 
was purchased by insurance companies. For the two years, the total of undistributed 
profits and depreciation and kindred allowances amounted to 30 billion dollars, of which 
about 6 billion was held in the form of increased cash balances, about one billion in 
increased inventories, and about 10 billion had been spent for construction and producers’ 
durable goods. (The 10 billion is the total spent by business for construction other than 
residences and for producers’ durable goods. A part of this was spent by unincorporated 
enterprises but on the other hand part of the expenditures for residential construction was 
made by corporations.) 

The Securities and Exchange Commission’s estimate of the increase in holdings of United 
States government securities during 1942 and three-quarters of 1943 by corporations other 


than insurance companies is 13 billion dollars. (Statistical series Release No. 736, Nov. 24, 
1943.) 
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tinue to produce the results shown in the past appears to be the only 
method of making a reasonable forecast of the proportion of the 
government deficit which during the remainder of the war will be 
taken, respectively, by the banking system and by nonbanking 
investors. 

At this stage in the discussion it is well to pause for some comments 
on the definitions of the gross and net inflationary gap used by Messrs, 
Ensley and Goode, and to summarize the relation of the forcgoing 
analysis to the size of the inflationary gap in wartime. 

1. The definitions of the gross gap and of the net gap used by 
Messrs. Ensley and Goode are ambiguous and unsatisfactory because 
they assume the answer to the problem which they are used to solve, 
namely, the degree of price inflation which is expected. The gross 
gap is defined as “expected individual disposable income” minus “the 
amount of consumers’ goods and services expected to be available 
at present prices”; the net gap as “expected individual disposable 
income” minus (1) “expected amount of individual savings” and 
(2) “the amount of consumers’ goods and services expected to be 
available at present prices” (pp. 898-99). 

The whole of disposable income is always accounted for by the 
two parts, consumption expenditures and savings; likewise, the whole 
of “expected disposable income” must be accounted for by expected 
consumption expenditures or “the amount consumers will wish to 
spend” and “the expected amount of individual savings.” Even in 
expectations, the sum of these two parts can never be less than the 
whole. All three of these magnitudes—expected disposable income and 
its two component parts—can be measured either in terms of present 
prices and the corresponding income flow or in terms of the prices 
and corresponding income flow which are expected after making 
allowance for expected price inflation. 

The net gap, as defined by Messrs. Ensley and Goode, can exist 
only when expected disposable income is measured by taking into 
account the expected rise in prices while its components are measured 
by present prices. There is no way of arriving at the net gap as 
defined by Messrs. Ensley and Goode except by forecasting the degree 
of price inflation.” 

2. Messrs. Ensley and Goode fail to realize that their net gap must 
of necessity be derived from a forecast of price inflation because their 
inclusion of the effects of expected price inflation is implicit rather 


® Messrs. Ensley and Goode also claim that the gap can be closed by an increase in the 
supply of consumers’ goods or by additional taxes. These are revisions of the estimates 
from which the amount of the gap is computed, and are entirely separate from the concept 
and character of the gap as defined. 


| 
€ 
( 
( 
€ 
( 
ir 
a 
b 
re 
b 
D 
Ir 
al 
ir 
di 


JUNE 


only 
the 
ll be 
king 


rents 


d by 
olve, 
“the 
lable 
sable 

and 
o be 


r the 
vhole 
ected 
h to 
n in 
1 the 
> and 
esent 
yrices 
iking 


exist 

into 
sured 
as 
egree 


must 
their 
ather 


in the 
imates 
oncept 


1944] WARBURTON: MONETARY EXPANSION AND THE INFLATIONARY GAP 317 


than explicit and because they attempt to measure the “expected 
amount of individual savings” by a method which cannot give good 
results under the wartime conditions of 1942 and 1943, namely, the 
prewar experience with respect to proportion of income saved. In 
other words, the net gap which they have in their minds is something 
which is different from their definition. What they have in their minds 
is an inability to make their estimate of the sum of two parts of a 
whole equal to their estimate of the whole. 

3. The amount of the gross inflationary gap, defined as the differ- 
ence between expected individual disposable income and expected 
consumers’ expenditures, is necessarily equal to the expected amount 
of individual savings. Under present wartime conditions, this gross 
gap or expected savings is measured by the difference between the 
expected amount of the government deficit and the expected amount 
of undistributed business income and depreciation and kindred allow- 
ances in excess of business expenditures for capital goods. 

4. The size of the gross inflationary gap, or amount of expected 
savings of individuals, is independent of the degree of price inflation, 
except to the extent that inflation is assumed to affect the amount of 
government expenditures more or less than it affects the amount of 
government revenue or is assumed to affect the size of undistributed 
business profits and depreciation and kindred allowances. 

5. The division of the gross inflationary gap or expected savings 
of individuals between purchase of government securities and reduction 
of personal indebtedness on the one hand and increased holdings 
of cash on the other depends primarily upon the opportunity and 
incentive which commercial banks have to bid government securties 
away from nonbanking investors. Under this situation the comment 
of Messrs. Ensley and Goode that I “subsume the whole voluntary 
bond campaign under factors affecting the cash balances which indi- 
viduals choose to hold” (p. 898, italics mine) is inaccurate. The 
amount of cash balances which individuals hold at the present time 
reflects to a far lesser degree the amount which they have chosen 
to hold than it does the amount of government securities which the 
banks have been permitted and have chosen to hold. 

We are now ready to turn again to the question which is the real 
problem at issue: What part of the gross inflationary gap is significant 
in exploring the causes of price inflation? This question cannot be 
answered by the method used by Messrs. Ensley and Goode because 
their net gap as defined is the result of price inflation and the nebulous 
undefined gap which appears to be in their minds is merely an 
inadequate technique for analyzing the use of income—that is, for 
dividing an expected amount of disposable income between expected 
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consumers’ expenditures and expected savings—when incomes and 
the number of income-recipients are growing rapidly. The monetary 
approach gives an answer to this question, which has nowhere been 
better stated than by the Chairman of the Board of Governors of 


the Federal Reserve System: “. . . every time the banks loan money’ 


for financing, they create new money; in other words, deposits are 
created by bank loans, whether it is on government bonds or on any 
other security. That is where your inflation comes from.’’* The part 
of the gross inflationary gap which exerts an inflationary pressure 
on prices is the part which consists of monetary expansion. That is 
the real inflationary gap, and the size of this gap depends primarily 
on decisions of bankers and on governmental policies which influence 
the decisions of bankers, rather than on the decisions of individuals. 
This gap can be negative as well as positive, and if negative will 
produce a deflationary pressure. The gap was negative from 1929 to 
the end of the banking holiday in 1933. 

Monetary theory has also long had an answer to the next question 
in the exploration of the causes of price fluctuations: How much 
pressure on prices is exerted by monetary expansion or monetary con- 
traction? That answer is a refinement of the commonsense and almost 
universally held view that too much money, in the sense of a very 
large expansion in the volume of metal or government or bank obliga- 
tions used as means of payment, will produce rising prices and that 
a great contraction in the volume of money will result in falling 
prices. This commonsense view is an application to money of the 
general economic principle known as the law of supply and demand. 

The refinement of this view which has long been made by monetary 
theory is often spoken of as the quantity theory of money and may 
be stated as follows: Changes in the general level of prices are directly 
related to changes in the volume of money relative to the volume of 
production (or trade) and the monetary habits of the pcpulation 
respecting periodicity of payments and holdings of money as a store 
of value. Much factual evidence has been available for centuries to 
support this view, but the far more abundant statistical data available 
in recent years have not been carefully examined. My examination 
of the data for the past quarter of a century leads to one modification 
of the foregoing statement of the relation of monetary expansion 
or contraction to price inflation and deflation, namely, the substitution 
of demonstrated productive capacity for the volume of production or 
trade. The conclusion that unused capacity has an influence on prices 
is one with which business men are familiar. 


“ Hearing before the Committee on Banking and Currency, United States Senate, on S. 
700, Feb. 17, 1943, p. 14. 
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Much controversy has existed in recent years regarding the degree 
of stability of the monetary habits of the population, and on this point 
also the available statistical data have not been carefully examined.” 
The data given in Tables I-III, and similar data for business expendi- 
tures for final products (construction, producers’ durable goods and 
taxes), lead to the following conclusions regarding the character and 
degree of stability of monetary habits: 

1. As time goes by individuals and enterprises tend to hold larger 
cash balances (time deposits are included) relative to their expendi- 
tures for the final products of the economy. During the past quarter- 
century this tendency is expressed in the following trends: (1) cash 
balances of individuals relative to consumers’ expenditures including 
taxes, seven-eighths of one per cent increase per year; (2) cash bal- 
ances of individuals and business relative to consumers’ expenditures 
including taxes, 1.5 per cent increase per year; and (3) cash balances 
of individuals and business relative to their expenditures for final prod- 
ucts (consumers’ goods and services, construction, producers’ durable 
goods, and all taxes), 1.4 per cent increase per year.”® 

2. Moderate deviations from trend in the ratio of cash holdings 
to expenditures for final products occur throughout the period for 
which statistical data are available. In the most comprehensive of 
the three ratios—that of cash balances of individuals and business 
to expenditures for consumers’ goods and services, construction, pro- 
ducers’ durable goods, and all taxes—the variations from trend during 
the years 1919-1930 and 1936-1943, inclusive, did not exceed 6 per 
cent. In the ratio of cash balances of individuals to consumers’ ex- 
penditures including personal taxes, the maximum deviation from 
trend during the period 1935-1943, inclusive, is 3 per cent (this 
ratio is not available prior to 1927). These deviations from trend 
appear to be associated with the well-known short-term business cycle 
of three to four years, and are probably due largely to occasional 
hesitation on the part of business promotors and investors regarding 
the sectors of the economy which need further investment, at times 


“The commonly used measure of the rate of turnover of bank deposits, or ratio of 
banks debits to average deposits, is worthless for analyzing monetary habits associated 
with the current production and sales of goods and services because bank debits are greatly 


affected by payments associated with property transfers and contracts of indebtedness. 
‘ “The first of these trends would probably be found to be higher than the figure given, 
if cash balances of unincorporated business enterprises and social organizations could be 


separated from personal cash balances. 

The data regarding the third of these ratios are given in my paper, “The Volume of 
Money and the Price Level Between the World Wars,” presented before the regional meet- 
ing of the American Statistical Association, Chicago, Illinois, Jan. 15, 1944. (Mimeographed 
Copy available upon request to the author.) 
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when prices and interest rates are in process of adjustment to changed 
conditions of demand. 

3. When cash balances are being destroyed by monetary contrac- 
tion, the attempt of individuals and enterprises to conserve them by 
reducing expenditures below income or receipts results in a sharply 
reduced rate of use of money, or increased holdings of money relative 
to expenditures for final products. In the great depression of the 
1930’s, the maximum deviation from trend in the ratio of cash holdings 
of individuals to consumers’ expenditures including taxes was 20 per 
cent, and the maximum deviation in the ratio of cash holdings of 
individuals and business to all expenditures of business and individuals 
for final products was 25 per cent. That this decline in the rate of 
use of money should be considered an effect of the depression, rather 
than an initiating factor, is indicated by the facts (1) that the decline 
in the rate of use of money below its trend lagged about two years 
behind the decline in the volume of money; (2) that the rate of use 
of money returned to its trend more quickly than the volume of money 
was restored to its former amount per capita; and (3) that the devia- 
tion from trend of the rate of use of money was only two-thirds of 
that of the volume of money. 

In view of the comparative stability of the rate of use of money, 
except under unusual circumstances such as the early 1930's, an 
estimate of the amount of money needed to sustain relatively full 
use of the nation’s productive capacity and a comparatively stable 
price level can be calculated from (1) the demonstrated capacity of 
the nation to provide goods and services for final purchasers, and 
(2) the trend in cash holdings of individuals and business relative 
to their expenditures for final products. The ratio of the actual volume 
of money to the need for money, thus estimated, is very closely cor- 
related, for the entire period between the World Wars, with an index 
of prices of goods and services reaching final purchasers—with nearly 
all of the significant deviations between the two series accounted for 
by special situations or known errors in the data.” 

In Table V the foregoing method of analysis is applied to the fore- 
casting of consumers’ expenditures and of price inflation during the 
defense program and war period, 1941-1944. In Table VI, these fore- 
casts, together with forecasts of business expenditures for capital 
goods, are used to forecast the aggregate expenditures for final products 
of the economy, including war goods, and to forecast the gross income 
flow, during these years. The forecasts for 1941, 1942, and 1943 are 
compared with the actual data. 


™ These series are given in “The Volume of Money and the Price Level Between the 
World Wars.” 
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These data lead to the conclusion that the rise in prices in each of 
the years 1941, 1942, and 1943, was about what would have been 
expected from the monetary expansion accompanying the defense and 
war financing and the changes which occurred in supplies of con- 
sumers’ goods and services. They give strong support to the opinion 
that rationing, price control, and bond drives have had little influence 
on the aggregate amount of consumers’ expenditures or'on the general 
level of prices of consumers’ goods and services. This conclusion is 
in no sense an objection to these governmental policies. In the absence 
of rationing and price control the rise in prices would tend to be 
greatest in the case of scarce essential commodities, and the more 
affluent individuals would bid these commodities away from the poorer 
people. Rationing and price control, the data suggest, have channeled 
price inflation rather than preventing it, and this channeling has been 
of vital importance to the national welfare.’® 

The most important argument of Messrs. Ensley and Goode in 
favor of approaching the problem of price inflation in wartime from 
the point of view of their concept of the net gap is that it throws light 
on what can be done about the inflationary pressure. They state, for 
example, that their method “makes clear that individuals can reduce 
the gap by patriotically refraining from unnecessary consumption and 
thus accumulating abnormal savings” (p. 899). The monetary ap- 
proach, it seems to me, points this out with equal clarity, but it also 
emphasizes important elements in the inflationary problem missed 
by the gap approach, namely, the tremendous psychological difficulty 
of persuading people to refrain from unnecessary consumption when 
additional cash is being poured into their hands by monetary expan- 
sion, and the inconsistency in governmental policy in attempting this 
persuasion, on the one hand, and of stimulating the banking system 
to pursue a policy of rapid monetary expansion, on the other. 

In summary, the available factual data support the observations 
listed below regarding price inflation, use of income, and business 
fluctuations. 

Relation of prices to the volume of money. For the entire period 
between the World Wars—a period of unusual price turbulence— 
changes in the general level of prices of final products of the economy 
were closely correlated with changes in the volume of money relative 
to the need for money as measured by the growth in the demonstrated 


“These comments on price control relate to control of retail prices of consumers’ goods 
d services. They do not relate to the direct price control of basic materials resulting 
from the fact that the government is the chief purchaser of such materials in wartime. 
The latter aspect of price control affects government expenditures and therefore may be 
a factor influencing the amount of borrowing by the government and the degree of 
monetary expansion. 
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TABLE V—Errect OF DEFENSE AND WAR FINANCING ON CONSUMERS’ EXPENDITURES AND 
Prices or ConsuMERS’ Goons AND SERVICES, 1941-1944* 


(In billions of dollars) 


1941 1942 1943 1944 
Tax, Cash Balance, or Expenditure Item Nom: Ae: Fore. Ac- Fore- 
cast> | tual | cast tual | cast® | tuald | caste 
Federal government revenue and related receipts:{ 
Taxes and related payments from individuals® 2 2 5 5 15 16 19 
Taxes and related payments from business» 7 6 11 11 18 17 21 
Social Security and retirement contributions from in- 
dividuals 1 1 1 1 1 1 1 
Social Security and retirement contributions from 
employers 1 2 2 2 2 2 3 
Net collections on loans to business and individuals 1 1 
Refunds from renegotiation of government contracts | — 2 
Total revenue and related receipts 11 11 19 19 36 39 S 
Federal government expenditures 19 21 61 58 101 90 | 101 
Excess of expenditures over receipts 8 10 42 39 65 51 56 
Change in Treasury cash balance — | +2 +7 +2 
Total borrowing) 8 12 42 46 65 53 | 56 
From the banking system* 3 5 17 25 27 27 28 
From nonbanking sources 5 7 25 21 38 26 28 
Change in cash balances of business and individuals: 
Federal government borrowing from banking system 3 5 17 25 27 27 28 
Change in other bank loans and investments +2 +2 +2 -4 —6 -1 — 
Change in gold stocks and Federal Reserve credit 
other than U. S. government securities™ +2 +1 | -1 
Total change in cash balances" 7/8] 9 | 2 | a | 28 | a 
Change in foreigners’ cash balances +1 | +1 
Change in Treasury cash balances — +2 oa +7 _ +2 _ 
Change in cash balances of business and individ- 
uals +7 +6 +19 +14 +21 +22 (+28 
Average cash balances of business and individuals® 72 72 84 81 100 100 | 125 
Average cash balances of individuals” 53 54 62 61 75 76 94 
Consumers’ expenditures, including taxes 77 79 91 90 108 110 | 134 
Taxes, including Social Security contributions" 5 5 8 8 18 19 22 
Consumers’ expenditures, excluding taxes* 72 74 83 82 90 91 | 112 
Available consumers’ supplies at previous year’s pricest | 69 69 |67to75| 71 | 74to82| 84 91 
Rise in prices from previous year" 4% 8% 15% 10% to 7% 23% 
24% 22% 


® To make a balanced table, some figures have been rounded more than 500 million dollars. | 
These are ex post facto forecasts, that is, they have been prepared for this article on the basis of data for the 
preceding years and federal budget estimates presented by the President to Congress in January of the respective 
years. Some of the basic data used in these “forecasts” were not available until several months after the beginning 
of the respective years. However, the basic data used are such that they can be estimated without much error at the 
beginning of each year. ; 

¢ Prepared in April, 1943, and slightly revised in Feb., 1944. The revision relates solely to details of methodology 
and does not involve any change in general procedure or basic assumptions, but reduces the original forecast of 
consumers’ expenditures from 91 billion to 90 billion dollars. These are the figures referred to in footnote 3, in my 
note ‘Measuring the Inflationary Gap,’’ Am. Econ. Rev., Vol. XX XIII, No. 2 (June 1943), p. 368. 

4 Preliminary, i.e., prepared in Feb., 1944, and subject to revision as more complete data for 1943 become avail- 
able. 
© Prepared in Feb., 1944. This estimate of federal government borrowing in 1944, and forecast of consumers 
expenditures and price inflation, will not be significantly affected by the Revenue act of 1943. 

f “Forecasts” for 1941, 1942, and 1944, from budget estimate of receipts under existing legislation for the next 
fiscal year, adjusted to include receipts of federal trust funds, on assumption that this estimate would not differ 
greatly from an estimate for the calendar year. Forecast for 1943 based on collections in 1942, and increased yields 
expected under the Revenue act of 1942 and the Current Tax Payment act of 1943, the latter being under discus- 
sion at the time of preparation of this forecast. 

Actual figures for 1941 and 1942 from Survey of Current Business, April, 1943, p. 21; those for 1943 prepared by 
similar procedure from data available in Feb., 1944. ; Fi 

£ Federal income tax from individuals, adjusted for Department of Commerce estimates of other taxes an¢ 
nontax payments from individuals. 

h Balance of revenue receipts, excluding employment taxes, and in 1943 refunds from renegotiation of govern- 
ment contracts. These figures are comparable with the estimates of the National Income Unit, Department of Com- 
merce, of “‘business tax and non-tax liabilities’ minus ‘‘Excess of business tax liabilities over collections. " 

i Includes benefits paid from trust funds and net expenditures in checking accounts of government agencies 
and corporations. ‘‘Forecasts” derived as follows: (1) expenditures for first six months of calendar year from — 
budget estimate for fiscal year ending June 30 minus expenditures during last six months of preceding year I 
(2) expenditures for last six months of calendar year assumed to be one-half of budget estimate for following - 
year, except that the figure for 1942 is fonnnsed, by 10 billions in view of statement in budget message that Jarge 


324 THE AMERICAN ECONOMIC REVIEW [ JUNE 


TaBLe VI.—ForeEcasts OF AGGREGATE EXPENDITURES OF INDIVIDUALS AND BUSINESS FoR 
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productive capacity of the nation and the established monetary habits 
of the population. 

During the defense and war period, to the end of 1943, changes 
in the general level of prices of consumers’ goods and services were 
apparently closely correlated with changes in the volume of money 
held by individuals relative to the available supply of goods and 
services. A precise statement of the degree of correlation is impossible 
because of the fact that deterioration in the quality of consumers’ 
goods and services and the extent of black market sales and prices 
prevailing in those markets are not adequately reflected in retail 
price indexes or in estimates of the volume of consumers’ goods and 
services sold. 

These facts are in perfect accord with the quantity theory of money, 
defined as the belief that changes in the price level are primarily due 
to changes in the volume of money relative to the need for money 


supplemental requests for war appropriations would be made, and figure for 1943 is decreased by 2 billions to mak 
iJlowance for monthly growth in expenditures. 
) Excludes borrowing from federal government corporations and trust funds, since net expenditures of govern- 
ment corporations and receipts and expenditures of trust funds are included above. 
k Increase in United States government securities held by Federal Reserve banks, commercial banks, mutual 
ss banks, and postal savings system, and increase in Treasury currency outstanding. ‘‘Forecast” for 1941 
| on increase in United States government securities taken by banking system during preceding four years, 
n total government borrowings were nearly 8 billion dollars; for 1942 based on proportion of increased debt 
er cent, taken by banking system in the preceding year. ‘‘Forecast” for 1943 placed at 42 per cent of estimated 
tal borrowings for the year, midpoint between (1) an estimate of 47 per cent based on the 4-month period from 
December 1, 1942, to April 1, 1943 (approximately the period from the beginning of the First War Loan to the be- 
ginning of the Second War Loan), and (2) an estimate by the Treasury, release dated March 1, 1943, amounting 
37 per cent of anticipated borrowings for the year, excluding accumulations in government agencies and trust 
funds. “Forecast” for 1944 based on proportion of borrowing during 1943 derived from the banking system. 
! “Forecast” for 1941 and 1942 same as change in previous year. ‘‘Forecast”’ for 1943 based on assumption that 
tion of bank loans and investments other than United States government securities would be larger thanin 
eceding year. “‘Forecast” for 1944 based on change in trend which occurred in 1943. 
™ Chiefly change in gold stocks, since changes in Federal Reserve credit other than investment in United States 
rnment securities have been small in recent years. ‘‘Forecast”’ for 1941 about one-half of the extraordinary in- 
se in the preceding year; for 1942 negligible because of United States participation in the war; for 1943 and 1944 
yn latest monthly movements and prospective purchases abroad. 
" Equal to change in loans and investments of the banking system, since changes in bank capital and miscel- 
is liabilities are less than $500 million per year. 
Includes cash balances of state and local governments. Forecasts are cash balances at beginning of year plus 
half of estimated change during year. 
P Forecasts based on assumption of three-fourths of one per cent decline from previous year in percentage held 
ndividuals 
4 Forecasts based on assumption of increase from previous year of seven-eighths of one per cent in ratio of 
rage cash balances to consumers’ expenditures including taxes. 
" Federal taxes as estimated above plus 2 billion dollars each year for state and local taxes collected from in- 


ne 


1ais 

* Forecasts derived by subtracting forecasted individual taxes from forecasted consumers’ expenditures includ- 
ing taxes. Actual figures from Survey of Current Business, Jan., 1944, p. 2. Figure for 1943 is preliminary. 

* Forecast for 1941 based on assumption that production of consumers’ goods and services might be increased 
by S per cent, the same percentage as in 1940 estimated by comparing the increase from 1939 to 1940 in consumers’ 
expenditures with the change in the Department of Commerce index of retail prices. Forecasts for 1942 and 1943 
ssumption that available supplies would be no larger than in the preceding year and might be smaller by 10 
per cent. Forecast for 1944 on assumption that supplies would be the same as in 1943. 

The Department of Commerce forecasts for 1942, 1943, and 1944 are as follows: 

“At the year end... it was evident that the volume of goods available for purchase by consumers 
luring 1942 would be decidedly reduced.’* (Survey of Current Business, Feb., 1942, p. 10.) 

“The concensus of current forecasts is that aggregate civilian supplies during 1943 will decline in real 
terms from 10 to 15 per cent below the near record levels of 1942.” (Survey of Current Business, Feb., 
1943, p. 5.) 

“Production of civilian goods probably had reached (at the end of 1943) its wartime low. Although a 
slight expansion of civilian goods output seemed likely for the months immediately ahead, there was little 

prospect of substantial expansion until the European war ended.” (Survey of Current Business, Jan., 1944, 


\ctual figures are Department of Commerce estimates of consumers’ expenditures adjusted by their index of retail 
prices. This probably overstates the value of consumers’ expenditures at previous year’s prices. 

_ "Forecasts from comparison of forecast of consumers’ expenditures with forecast of available supplies. Actual 
higures are the percentage change in retail prices shown by the Department of Commerce index. It is believed that 
this index tends to understate the actual increase in prices, because of the difficulty of making allowance for deteri- 
oration in quality and for black markets. 
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Use of income. The use of income by individuals has not been ab- 
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TasBLeE VI.—ForeEcaAsts OF AGGREGATE EXPENDITURES OF INDIVIDUALS AND BUSINESS FoR 
Frnav Propucts, AND OF Gross INcOME FLow, 1941-1944 


(In billions of dollars) 
194i 1942 1943 1944 
Expenditure or Income Item Fore- | Ac- | Fore-| Ac- | Fore-| Ac- | Fore. 
cast® | tual> | cast® | tual> | cast® | tuald | caste 
Expenditures of individuals and business: 
onsumers’ goods and services! 72 | .74 83 82 90 91 | 112 
Rental value of owner-occupied homes excluded above 3 3 3 3 4 4 
Business capital goods, including resi and changes 
in inventories® 20 21 11 9 i 
Assets and services purchased abroad” 1 -- 
Taxes and related payments to government: 
By individuals‘ 5 5 8 8 18 19 | 22 
By business enterprises! 15 16 21 21 28 29 32 
Reduction in debt to banks! —/|/—|]-— 4 6 2 1 
Acquisition of government and bank obligations: 
ederal government obligations! 3 7 25 21 38 26 28 
Bank deposits and currency! 7 6 19 14 21 22 28 
Total 125 133 170 162 205 194 227 
Adjustments: 
Net reduction in state and local government indebtedness _ 1 1 1 1 1 2 
Prepayments received and existing assets sold to federal 
government 1 1 2 1 
Increase in indebtedness to banks™ 2 3 2 
Gross income flow 123 128 166 159 | 203 193 | 225 
Income of individuals” 92 95 125 119 156 147 175 
Salaries and wages 60 62 85 81 110 102 124 
Property income of individuals 12 12 13 12 13 14 16 
Personal income from unincorporated business 14 15 21 20 26 24 28 
Other income received by individuals 6 6 6 6 7 7 7 
Business funds" 31 33 41 40 47 46 50 
Undistributed income of corporations, after tax liabili- 
ties 4 3 5 4 5 5 5 
Taxes and related payments to government 15 16 21 21 28 29 32 
Excess of tax liabilities over payments 3 5 5 5 3 1 1 
Depreciation and kindred allowances and reserves y 9 10 10 il il 12 


® These are ex post facto forecasts prepared for this article. 

b From estimates by the writer in Survey of Current Business, April, 1943, Tables 1-3. 

© Prepared in April, 1943, and slightly revised in Feb., 1944. See footnote c to Table V. 

4 Preliminary, i.e., prepared from data available in Feb., 1944. 

® Prepared in Feb., 1944. 

f Forecasts from Table V. 

€ Inventories at current evaluation, that is, prior to Department of Commerce valuation adjustment. “Forecast” 
for 1941 based on assumption that under stimulus of defense program percentage increase over 1940 would be similar 
to increase in that year over 1939; for 1942 on assumption that participation in war would cut the amount by one- 
half. Forecasts for 1943 and 1944 assume that business acquisitions of capital goods will be offset by reduction in 


inventories. 
3 Includes travel and gifts abroad, securities purchased from foreigners, and other investments and banking 


funds abroad. 
i Forecasts for payments to federal government from Table V; for payments to state and local governments 


same as estimated amount for previous year. 

i From Table V. 1943 actual and 1944 forecast each include one billion dollar reduction in indebtedness to fed- 
eral government agencies. 

« Difference between estimated state and local government revenue and expenditure. _ 

Forecasts from data for previous year, and change in volume of projected new construction for war purposes 

™ From Table V, except that 1941 actual includes one billion dollar increase in indebtedness to federal govern- 
ment credit agencies. 

® Forecasts except for taxes and related payments based on trends for the preceding two years, modified to 
equal in total the forecast of gross income flow. Income of individuals in this table exceeds that in Table I by the 
inclusion of 3 billion dollars in 1941 and 1942 and 4 billions in 1943 for net occupancy value of homes occupied by 


their owners. 
arising from changes in productive capacity and from established 
monetary habits. Modern economists who observe the facts around 
them have no more reason to disavow this old-fashioned theory, as 
Messrs. Ensley and Goode describe it (p. 897), than modern physicians 
have to discard the equally old-fashioned theories of transmission of 
disease by infection and contagion. 
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Use of income. The use of income by individuals has not been ab- 
normal during the war—that is, disposable income of individuals has 
been divided between consumption expenditures and savings in accord- 
ance with established habits. However, one neglected aspect of estab- 
lished habits rgarding the use of income has been of unusual importance 
during the war, namely, the time element involved in adjusting living 
expenditures to a substantial increase in income. In a period when 
individual incomes are increasing rapidly a better estimate of the 
division of disposable income between consumers’ expenditures and 
savings can be made from prior data regarding the rate of use of 
money than can be made from prior data regarding the proportion of 
income saved. 

The proportion of aggregate disposable income saved in wartime 
is primarily a function of the proportion of the nation’s production 
absorbed by war and other governmental activities and of the propor- 
tion of the cost of these activities which is met by borrowing. This 
is true because, regardless of the degree of price inflation, the entire 
government deficit appears in the savings, including unused deprecia- 
tion and kindred allowances, of individuals and enterprises. 

Character of the inflationary gap. The gross inflationary gap, or 
anticipated difference between consumers’ disposable income and con- 
sumers’ expenditures, is by definition necessarily equal to the antici- 
pated savings of individuals from their disposable income, excluding 
savings in the form of increased stocks of consumers’ commodities. 

The portion of the gross inflationary gap which exerts an upward 
pressure on prices and may therefore appropriately be called the real 
inflationary gap is the portion which consists of cash. The dominant 
forces which determine the size of this portion of the gross inflationary 
gap are forces other than the decisions of individuals. It is true, even 
though Messrs. Ensley and Goode do not believe it, that “Individual 
consumers .. . are victims of a gap they never made and about which 
they can be expected to do very little” (p. 897). 

Business fluctuations. The cause of the great depression of the 
early 1930’s was monetary deficiency. Monetary con‘:action, to the 
extent of more than 30 per cent below the estimated amount needed 
to maintain the previous rate of economic activity at a stable price 
level, turned an ordinary business recession into a terrible economic 
catastrophe. The principal phases of the process by which this occurred 
were as follows: (1) a sharp decline in the general price level and 
its effects upon business profits and business prospects; (2) destruction 
of extraordinarily large cash balances which had been accumulated 
by business during 1928 and 1929, thereby delaying for several years 
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a reduction in long-term interest rates which should have accompanied 
changes in the character of demand following the adjustment of the 
economy to the use of motor vehicles; and (3) the necessity experi- 
enced by individuals and enterprises of reducing their customary 
rate of use of money in an attempt to conserve the cash balances which 
they were losing. 

Recognition of the far-reaching influence of monetary expansion and 
contraction upon economic instability does not, as Messrs. Ensley and 
Goode suggest, “lead one to embrace a simple monetary theory for the 
cause and cure of business fluctuations” (p. 899). The moderate bus- 
iness fluctuations involved in the typical business cycle have their origin 
in forces other than changes in the volume of money. However, business 
fluctuations originating in forces such as changes in the character of 
demand and the time taken by business to adjust itself to those changes 
are greatly accentuated by the perverse behavior of the banking system, 
in its capacity of a monetary system. The occasional degradation of a 
business recession into a financial panic and a period of vast unemploy- 
ment is readily understood as a sequel to monetary contraction and can- 
not be satisfactorily explained in any other way. 

As a final conclusion, I would like to repeat and strengthen my state- 
ment regarding the potentialities of monetary policy, with which 
Messrs. Ensley and Goode so sharply disagree, namely, that “the 
greater part of the amplitude of business fluctuations could be elimi- 
nated by . . . monetary policy. . . .” The greater part of the 
colossal inequities resulting from changes in the purchasing power of 
money can also be eliminated by monetary policy. In 1933 the Presi- 
dent of the United States stated the objective of monetary policy as 
follows: 

The Administration has the definite objective of raising commodity prices to 
such an extent that those who have borrowed money will, on the average, be 
able to repay that money in the same kind of dollar which they borrowed. We 
do not seek to let them get such a cheap dollar that they will be able to pay 
back a great deal less than they borrowed. In other words. we seek to correct a 
wrong and not to create another wrong in the opposite direction.’® 

Let me be frank in saying that the United States seeks the kind of dollar 
which a generation hence will have the same purchasing and debt-paying 
power as the dollar value we hope to attain in the near future.”° 


Nine years passed before the price level which prevailed prior to the 


* “The Second Fireside Chat,” The Public Papers and Addresses of Franklin D. Roose- 
velt, 1933, p. 166. 
* “Wireless to the London Conference,” ibid., p. 265. 
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great depression was restored, but the wartime monetary expansion 
which finally brought that result is continuing and is creating “another 
wrong in the opposite direction.” The objective of 1933 was then a 
reasonable and practical objective of monetary policy. It is still a 
reasonable and practical objective of monetary policy—both in war- 
time and in time of peace—and the development of suitable techniques 
for its accomplishment is neither impossible nor difficult. 
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BUSINESS STABILIZATION BY AGREEMENT 


By Morris A. CopELAND* 


It is the purpose of this paper to outline a plan for stabilizing business 
activity at a level of full employment. The plan is designed to elimi- 
nate that type of unemployment (other than seasonal and between-job 
unemployment) which persists even when business is at a peak. It aims 
also to eliminate cyclical unemployment. 

The plan will be referred to as business stabilization by agreement. 

It has been pointed out that while there is a wide diversity of opinion 
among economists as to the ultimate causes of cyclical and peak-busi- 
ness unemployment, there is a good deal of agreement as to the 
measures that can contribute most to a solution of the problem of un- 
employment.’ Six measures merit special consideration: 

1. Credit controls should be devised to prevent the development of 
unsound financial structures and practices—too narrow equity arrange- 
ments—during periods of business expansion. 

2. The volume of taxation should be promptly expanded during 
good business and contracted during slack business. If such expansion 
and contraction are to be adequate and properly timed, it will probably 
be necessary to provide for administrative changes in tax rates, local 
as well as federal. 

3. Better business information should be developed—especially 
better business forecasts, and especially forecasts of construction and 
of durable goods production. 

4. Capital formation both by private parties and by state and 
local government needs to be encouraged in periods of slack business 
and restrained in periods of prosperity. The bunching of orders for 
durable goods and for construction work in periods of prosperity should 
be replaced so far as is compatible with our private enterprise system 
by an even flow of orders. Maintenance of business inventories during 
business recession should as far as possible be encouraged. 


* The author is Chief of the Munitions Branch, Statistics Division, War Production Board. 
He was formerly professor of economics at Cornell University and at the University of 
Michigan and subsequently Executive Secretary of the Central Statistical Board (which 
in 1939 became the Division of Statistical Standards, Bureau of the Budget). 

The views expressed by Mr. Copeland are personal views only. 

*See “How Provide Full and Stable Employment” by the writer, Am. Econ. Rev, 
Vol. XXXIV, No. 1 (Mar., 1944), suppl., pp. 134-47. 
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5. Public expenditure programs should be made to fluctuate so as to 
compensate fully any remaining business fluctuations. 

6. Public expenditure programs should be large enough, if there is 
unemployment when business is stabilized, to stimulate a controlled and 
even expansion of business, continuing without recession set-backs 
until full employment is reached. 

The first two of these measures are of relatively minor importance. 
Many of the former defects in our credit system have been eliminated. 
What remains to be done, on a national basis and so far as business 
stabilization is concerned, is not a major operation. Again there are 
difficulties, due in part to our governmental structure, in pushing tax 
flexibility as a compensatory device as far as purely economic consid- 
erations might seem to make desirable. Business stabilization by 
agreement is not directly concerned with these first two measures, 
though it would greatly facilitate tax level adjustments by the business 
forecasts it provides. It is concerned with all of the last four measures.” 

Business stabilization by agreement will be outlined here as a 
national plan, although theoretically it might be operated on a wider 
basis. 

To the four last measures, listed above, business stabilization by 
agreement adds two main ingredients, ingredients which are familiar 
features of our private enterprise system. These ingredients are free 
contract and sales effort. The plan is based on voluntary forward 
agreements with and government bonuses to persons who codperate by 
forward-planning their orders. The federal government will “sell” 
these forward agreements or policies to individuals, private enterprises 
and state and local governments. The agreements will provide a con- 
tinuous dependable business forecast, publicly available to all. 

Persons will be free to enter or not to enter these agreements. 
Reliance will be placed on the government’s offer of bonuses (or tax 
credits) and on sales effort rather than on compulsion. Individuals, 
private enterprises, and state and local governments (hereinafter called 
subscribers) will enter into these agreements with a federal officer 
(hereinafter called the forward agreement agent or simply agent). 

The forward agreement agent will offer three main types of agree- 
ment: (1) In the definite period agreement a purchaser (or subscriber) 
undertakes to place an order for an article to be delivered or job to be 
done during a definite future period and the agent undertakes to pay 
him a small amount when he carries out his agreement. (2) In the 
stable inventory agreement, the agent guarantees inventory losses and 

*The public expenditure programs with which the plan deals are construction and other 


works projects. It is recognized that other expenditure programs (e.g., improved and 
extended unemployment insurance) offer important possibilities for business stabilization. 
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carrying charges so as to give businesses an incentive to maintain 


stable inventories during business recessions. (3) In the slack period ; If 
reserve agreement the subscriber undertakes, in return for a bonus, to tinui 
have a construction or other project ready for prompt activation on, ae 
say, three months’ notice from the agent. These agreements give the such 
plan a wide flexibility in its details. This flexibility is illustrated in the T 
comment on detailed terms of agreements below. The principles on a i 
which the plan operates are as follows: om 

Definite Period Agreements. In definite period agreements covering delis 
commodity purchases subscribers will agree some three months in smal 
advance to place orders for goods for delivery in a definite period, say will 
a calendar quarter. Each subscriber will buy from a seller of his own si 
choosing as usual, except that his agreement will govern the timing of po 
his order. The subscriber will receive a small tax credit or a small = 
bonus from the agent for such advance planning and for carrying the age, 
plan out, say 2 to 5 per cent of cost. A somewhat smaller penalty might well 
apply in case of defaults. busi 

The agent will offer these agreements to prospective ultimate pur- —_ 
chasers of major durable goods—autos, ships, planes, industrial equip- “ 
ment. Items costing less than, say, about $500 would not be covered. a 
Similar agreements will be offered, governing the time of starting and ae 
finishing construction projects—houses, factories, commercial struc- Stab 
tures, public works, and so on. type: 

The agent will maintain an index of the physical volume of produc- and 
tion of goods of types covered by definite period agreements. Using a 
outstanding agreements he will project this index into the future. _— 

Some six months in advance of a quarter, the agent will announce so d 
a quota-level for the index. Assume the quota-level for some quarter thro 
is 120 index points. The agent will seek enough subscriptions to his 0 
definite period agreements for that quarter to bring the projected Gi 
index up to 120 points. When the quota-level is reached, he will close selec 
subscriptions for that quarter. To obtain bonuses, additional customers the ¢ 
(subscribers) will have to sign agreements for succeeding quarters. wae, 

The agent will fix quarterly quota-levels with a view to eliminating , 
business-cycle fluctuations in orders for major durable goods. In gen- of st 
eral, the agent will estimate the long-term trend of demand for such _ 
goods and set quotas at the maximum levels at which he finds demand a 
and hence production can be sustained. . - 

Similar procedures will be followed for construction projects , . 
(except for a modified method of fixing quotas for public projects to en 
be considered later). 

Sales techniques will be used to reach quota-levels and will be the . 
agent’s first reliance in discouraging excess orders not covered by Bae 


agreements. 
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If, despite such discouragement, a quarterly overage were to con- 
tinue to grow, credit restraints would be invoked first through the 
stricter credit analyses by lenders which would result from announcing 
such an overage and then as a matter of public policy. 

The agent will offer to register intentions to order not covered by 
agreements, until the index shows an excess over quota of, say, 15 per 
cent (138 index points in the case supposed). Unregistered orders for 
delivery before the end of the over-quota quarter will be subject to a 
small tax, not more than 2 per cent ad valorem. Prospective buyers 
will thus be induced to register. 

Since both purchaser and seller will know definitely when the 
purchaser is responsible for over-quota buying, mild restraints should 
in general suffice. With quotas reasonably well administered and 
campaigning for subscriptions and after-quota publicity reasonably 
well conducted, a close approach to demand stability in the lines of 
business covered should be achieved, especially after the plan gains 
momentum. Covered business including state and local government 
projects might amount to 30 billion dollars a year. 

Stable Inventory Agreements. In order to maintain inventories in 
periods of potential inventory liquidation, the agent will undertake in 
Stable Inventory Agreements with business concerns of appropriate 
types to reimburse them during “guarantee periods” for paper losses 
and carrying charges on a portion of their inventories designated as 
“inactive inventories.” Subscribers will agree not to liquidate “inactive 
inventories” without, say, 30 days’ notice. “Inactive inventory” will be 
so defined that it will pay the subscriber to maintain his inventory 
throughout the guarantee period in spite of any decline in price or in 
his operating requirements. 

Guarantee periods will begin at the agent’s declaration. He will 
select a time when he finds that inventory accumulation is approaching 
the danger stage. (The mere declaration will be notice to the business 
community that the agent views the inventory situation with concern.) 
The guarantee period would continue until the agent finds that danger 
of serious inventory liquidation is past. He would then declare the 
guarantee period ended, and reimbursements for losses on inactive 
inventories would cease and reimbursements for carrying charges 
would be tapered off. 

In general, stable inventory agreements will apply only where goods 
do not depreciate or go out of style rapidly, and where good current 
inventory records and good market price quotations are available. 
Slack Period Reserve Agreements. The damping down of business- 
cycle fluctuations in durable goods and construction through definite 
period agreements and in inventories through stable inventory agree- 
ments will tend to damp fluctuations in other lines. But a substantial 
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task of providing a “countercycle” through compensatory public ex- 
penditure programs will remain. 

If public works and other public expenditure programs are to offset 
business fluctuation and stagnation without resort to made-work, we 
must plan enough projects for this purpose and plan them far enough 
in advance,—and it often takes two years or more to plan and get 
approval for a substantial project. We must also hold some projects 
in reserve until needed and we must be able to mobilize such projects 
promptly when they are needed. 

Slack period reserve agreements provide a mechanism for mobil- 
izing and for reserving projects. State and local agencies will be offered 
these agreements. They will run for, say, two-, three-, and five-year 
terms. Each subscriber will undertake to begin his project (or make 
his purchase) within the term of his agreement, on three months’ notice 
from the agent. He will be offered an attractive credit proposition and 
a bonus, say, 6 per cent of cost under a 2-year agreement to 15 per cent 
under a 5-year agreement. Agreements will fix the terms on which credit 
will be extended when projects are activated. For federal projects funds 
will be appropriated in advance, with a special proviso making them 
available for obligation during a period to be fixed by the agent. 

Both federal and local projects can thus be mobilized promptly; 
and until activated, they will be held in reserve. But Congressional 
appropriating power will not be delegated to the agent. Nor will 
states’ rights be infringed, for he will not pass judgment on the merits 
of state and local government projects. 

Through slack period reserve agreements, the agent can increase 
the reserve file of expenditure programs. Private concerns and individ- 
uals will be eligible to subscribe. Thus a railroad may make a reserve 
agreement for a new passenger terminal. The agent will analyze his 
“market” for reserve agreements. He will adapt the terms of agree- 
ments to subscribers’ convenience. He will stage a publicity campaign, 
seek out prospects, and solicit subscriptions. The fact that he offers 
something definite, an agreement carrying a bonus clause, should 
facilitate the promotion of adequate forward-planning of reservable 
expenditure programs. 

Sponsors of public projects not attracted by reserve agreements will 
be solicited for definite period agreements. Six months in advance of 
a quarter, the agent will make preliminary diagnoses of business 
prospects and will fix the quarterly quota-level for public construction 
under definite period agreements so that the volume of such work will 
contribute to the countercycle of compensatory expenditure programs 
instead of aggravating the cycle at present. 

Some three months before the beginning of a quarter, the agent will 
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close subscriptions for all types of definite period agreements and will 
revise his diagnosis of the quarter’s business prospects. He will use 
this revised diagnosis to determine the additional volume of counter- 
cycle business needed, and will activate reserve agreement projects 
accordingly. An overdose of reserve projects applied to one quarter 
will be counteracted by an underdose the next and vice versa. 

The dose of compensatory projects will be applied, not after symp- 
toms of business recession develop to a stage so advanced that the 
malady is unmistakable (this is our present procedure), but on the 
basis of a forecasting schedule three months before each quarter 
begins. The dose, being applied so much earlier, will accomplish so 
much the more. A stitch in time saves nine. 

Full Employment. The agent will consult with various federal and 
local government officials as to projects they might undertake during 
the next five to ten years; he will also suggest proposals on his own 
initiative. His file of prospective proposals and of signed agreements 
will in effect become a master plan for construction and other public 
works projects for the United States. 

The agent will deal with public projects under both definite period 
and reserve agreements regionally, so as to even out regional disparities 
in business activity—a boom in the Middle West, a slack period in 
the East, and vice versa. 

When business is stabilized, there may still be a substantial volume 
of secular unemployment. If the stable level of unemployment were 
slightly below full employment, if what may be called the “depres- 
sionary gap” were small, the entire gap between stable and full em- 
ployment could be filled by setting high enough quotas under definite 
period agreements for public projects and by activating enough proj- 
ects from the reserve file. 

If the depressionary gap is large, it may not be feasible to fill it 
immediately even if bonus rates on definite period and reserve agree- 
ments are raised. To activate enough reserve projects to fill it would 
too soon exhaust the reserve file, and it may not be possible to obtain 
enough subscriptions to definite period agreements. Instead the agent 
will schedule each quarter a stimulus sufficient for a gradual, sustained 
expansion of business, avoiding the setback of any substantial business 
recession and maintaining expansion until full employment is achieved. 

Terms of Agreement. The forward agreement agent will need to 
have sufficient discretion to modify the terms of agreements and the 
tules of subscriber eligibility from time to time. Those projects and 
purchases should be included first in the area covered by agreements 
which because of their size and nature will involve the smallest ad- 
ministrative problems (and political obstacles) in relation to results. 
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The agent should be authorized to exclude all projects and purchases 
from eligibility which amount to less than some appropriate minimum 
cost limit, e.g., $500.° 

The agent should have no responsibility for excluding a project 
from coverage by an agreement on the ground that it is contrary to 
or not in accord with the public interest. Of course no project would 
be eligible for coverage by an agreement with the agent, if otherwise 
unlawful. 

The agent will need to establish broad classifications of subscribers, 
with special terms in the agreements offered to each classification. And 
in the case of slack period reserve agreements further classification by 
locality and possibly by industry may be desirable for purposes of 
determining activation. In general the agent should be required to 
deal with all agreements of the same classification and termination date 
equally and without discrimination. Presumably, however, reserve 
agreements of the same classification and same termination date would 
be activated in the order in which they were er red into. 

The subscriber should have a right to ar end project plans, and 
to shift from one type of agreement to another. However, restrictions 
should be imposed on this right through appropriate adjustments in 
consideration so as to prevent the subscriber from gaining an undue 
advantage, e.g., by so great a modification of a project as to warrant 
its reclassification by the agent. Most public construction projects 
should be brought under either definite period agreements or reserve 
agreements, but reserve projects would be clearly identified as such. 
One difficulty with works programs today is that there is no such 
identification of reserve projects. 

It would probably not be desirable to permit the transfer of any type 
of agreement by processes other than bequest or corporate succession. 

The subscriber should have an opportunity to make a blanket 
definite period agreement or reserve agreement, e.g., for all contracts 
and purchases connected with one construction project. Similarly he 
should be able to make a blanket stable inventory agreement covering 
all of his eligible inventories. 

Several varieties of definite period agreement would be needed to 
accommodate different classes of subscribers. By way of illustration it 
will be assumed that all the following varieties are on a quarterly basis: 

1. In the case of purchases of stock or shelf items, the subscriber 
would undertake, three months or more in advance of a calendar quar- 
ter, to make a purchase during that quarter. The consideration offered 
to the subscriber to induce him to enter into a definite period agree- 
ment might be a specific sum. Where the item he agrees to purchase is 


* A flat limit probably should not be applied. Thus where two models of a good compete 
closely, both should be included or both excluded. 
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subject to a sales tax, the consideration might be a tax credit. Other- 
wise a cash bonus would be made available at the time of payment 
for the purchase. 

Special further tax concessions might be offered in periods of slack 
business to facilitate reaching quotas. 

2. In the case of a construction project agreement the subscriber 
would agree to start his project during a definite quarter and would 
agree to a definite completion period. The bonus might be based on a 
percentage of cost, actual cost or estimated cost, whichever proved 
lower. Failure to complete the construction project in the stipulated 
period, plus possibly three months of grace, would be construed as a 
partial failure to carry out the agreement. That is, only the cost of that 
part of the work done during the agreed interval would be counted in 
computing the consideration. The bonus might be made available on 
an installment basis. 

3. Special administrative problems are raised by force account 
construction, 7.e., construction carried on by the subscriber with his 
own force of employees. For railroads and other large private enter- 
prises and for some types of governmental unit, it should be possible to 
provide a form of agreement in which the total normal force account 
construction (and maintenance) scheduled for any quarter by the 
organization would be treated as a single project eligible to a definite 
period agreement, all additional force account construction being 
treated as a separate project eligible to a reserve agreement. Since the 
subscriber in this case would be his own contractor, the contractor’s 
certification would not provide a check on the subscriber’s statement 
in claiming a bonus. The subscriber would, therefore, have to main- 
tain special records and give the agent access to them as evidence of 
the carrying out of an agreement. 

4. It would be possible to include exports in definite period agree- 
ments. However, it would presumably be necessary in general to make 
the exporter rather than the foreign customer responsible for forward 
planning unless two countries adopted business stabilization by agree- 
ment on a reciprocity basis. Definite period agreements might be made 
available to large foreign customers, subject to approval by their 
governments. 

5. The use of definite period agreements covering public projects 
to schedule countercycle business would make it desirable to accompany 
such agreements with arrangements for extending credit to sub- 
scribers. 

Particularly in the case of these definite period agreements there 
would be occasion for a higher rate of bonus during periods of 
business recession and depression than during periods of prosperity, 
before the plan has brought about stability. But to announce an 
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increased rate while a recession is under way might lead subscribers 
to wait for a still higher rate. It would be better to establish and 
announce in advance two rates, a prosperity rate and a recession rate, 
and to make no upward adjustment during a recession beyond this 
announced differential. When recession stops and there is stability 
at a depression or stagnation level, the schedule of prosperity and 
depression bonus rates can be raised to encourage additional projects 
so as to help fill the depressionary gap, provided the new schedule is 
to be kept in force for, say, five or more years. 

While quotas for private subscribers to definite period agreements, 
except for seasonal variation, would in general hug the trend-line of 
demand, quotas for public subscribers and possibly for public utility 
subscribers would be set above the trend in slack periods and below it 
when business is prosperous. 

Various administrative arrangements might be advantageous from 
the point of view of subscribers’ convenience and so help in getting 
subscriptions. Thus the agent might arrange with local authorities to 
make the agreement form covering construction projects serve also as 
an application for a building permit. 

The tax proposed on orders in excess of, say, 115 per cent of the 
quota should be a nominal one. Otherwise it might have the effect of 
imposing a ceiling on purchases. A larger tax in conjunction with the 
competition of buyers who have signed agreements, when the plan 
gains momentum, would force others to sign agreements or go without, 
and would involve serious restraints on individual freedom. No ceiling 
should be imposed. 

The purposes of the nominal tax are (1) to provide a warning 
against business overexpansion, and (2) to induce registration of 
orders in excess of the quota. 

So much for definite period agreements. There would be need also 
for several varieties of slack period reserve agreement. Thus it has 
been noted that, in lieu of the bonus feature in arrangements with 
other federal agencies, there should be a special form of appropria- 
tion, under which funds would be made available for obligation during 
a period to be specified by the agent. The appropriation act would fix 
the term, two to five years, within which the agent would have to 
activate the project. 

Special forms of reserve agreement might be needed to provide for 
the extension of credit to the local government or private subscriber 
upon activation of his project, the details depending on what credit 
agency is most appropriately to be made a participant. 

A special form of reserve agreement might apply to deferred force 
account maintenance, e.g., by a railroad. The agent should have broad 
authority to develop and provide additional features to make such 
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reserve agreements attractive to subscribers. Two types of device may 
be suggested by way of illustration: (1) some form of guarantee to 
the subscriber against price changes affecting the cost or worthwhile- 
ness of a potential project and (2) means of transforming the 
“time-shape” of a subscriber’s expenditure pattern so that the main 
burden of expenditures could be met by the subscriber in the period 
of his greatest ability to pay and yet have the maximum expenditure 
rate come in a quarter determined by the agent. 

It might be possible to get a substantial number of individuals to 
subscribe to reserve agreements for home improvement. 

All stable inventory agreements would bind the subscriber to make 
current (probably monthly) reports and to give the agent access to 
records and to the place of storage on request. They might all require 
notice (for example, thirty days) before any liquidation of “ inactive 
inventory.” 

All stable inventory agreements would have to define (1) “in- 
active inventory,” and (2) “carrying charges” and (3) “paper loss” 
thereon. In general, “carrying charges” could be specified in dollars 
per unit per month. The special problems raised by (1) and (3) may 
be considered briefly. 

An illustrative, oversimplified formula for merchandise may serve 
to indicate possible methods of defining “inactive inventory” in terms 
of a base turnover ratio (average inventory during, say, the three years 
preceding the date of the beginning of the guarantee period —— average 
monthly sales during the three years) and a base month (the month 
preceding the date of the beginning of the guarantee priod). It will 
be convenient to define “base inventory” and “active inventory” first, 
thus: 

Base inventory —- sales in base month = Base turnover ratio. 

Active inventory as of current date + sales in the preceding month 

Base turnover ratio. 

Inactive inventory could then be defined as follows: 

Current inactive inventory = current inventory or base inventory, 
whichever is less, minus active inventory as of the current date. 

Under this definition, reimbursements for losses and carrying 
charges would not cover any current inventory in excess of the base 
inventory. A more complicated formula would be needed, if there 
were a marked seasonal variation in inventory. 

In the case of materials and supplies inventories, the quantity 
used during the month might be substituted for sales in the formulas 
defining “inactive inventory.” Work in process might be handled by 
expressing it either in finished item equivalents or in some raw material 
equivalent. 

Computation of the loss during the month on the inactive inventory 
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held would require a determination of price per unit in the inventory 
as of the end of each month. Where several producers turn out the 
same item and there is a market price no problem arises. But the 
subscriber’s list-price changes clearly would not provide a satisfactory 
basis for computing inventory losses. It might be possible to handle 
such a case by a special price index based on material and labor costs, 
the index being used to measure the finished item inventory loss. 


EsTIMATE OF FuNps NEEDED FOR OPERATION DuRING ONE YEAR SHORTLY AFTER 
THE PLAN Is INAUGURATED 


Type of Agreement Average Cost Per Year 
(in billions) 


From To 


Definite Period Agreements: $1.0 $1.5 
Business covered $25 to $30 billions. Average tax rebate or bonus 
rate 4% to 5%. 

Stable Inventory Agreements: 2 5 
Average annual loss $1 to $1.5 billions, 10% to 15% of this on 
“inactive inventories” under agreements. An equal cost for carry- 
ing charges. 

Slack Period Reserve Agreements: 2 4 
$3 to $6 billions of projects per year, a third of them federal. 
Average rate on nonfederals, 10%. 

Other Expenses—Handling Charges: 
General administration, publicity, Reserve Agreement credit costs, 
etc. 1 3 


TOTAL $1.5 $2.7 


These considerations suggest that, if sufficient coverage can be 
obtained in that way, application of stable inventory agreements 
should be limited to cases where an objective determination of “inactive 
inventory” and of inventory valuations is a relatively simple matter. 
In general, those lines should be covered first where the terms of 
agreements are the simplest and where the inventory liquidation prob- 
lem has been most acute. 

Cost of the Program. The federal appropriations that would be re- 
quired to operate business stabilization by agreement can be estimated 
only very roughly. If the plan is undertaken with the help of a back- 
log of deferred civilian demand, or if it has wide popular support, 
the cost to the Treasury will be much less than it would be if launched 
without such a back-log or with somewhat hesitant popular support. 
It would be especially difficult to launch the plan during a period of 
business depression. 

The cost of the plan, particularly of definite period agreements, 
would vary inversely with the strength of the restraints imposed to 
prevent orders in excess of the quota-level for durable goods and con- 
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struction. Theoretically the forward-planning of orders under definite 
period agreements can be induced either (1) by offering a financial con- 
sideration or (2) by creating a situation through restraints on excess 
orders such that failure to forward-plan means going without. Actually 
there are various intermediate possibilities, which rely more or less 
on the financial consideration and less or more on the restraints. The 
spirit of business stabilization by agreement calls for one of these in 
which the emphasis is chiefly on the financial inducement and the 
restraint is mild. With stronger restraints, the cost of providing effec- 
tive financial inducements would be less than in the following estimates. 
Even with mild restraints, the cost of effective financial inducement 
will decrease, after customers in the lines covered by definite period 
agreements come to understand the plan and become accustomed to 
the forward-planning of their orders. 

After the plan gets well under way it will also be possible to operate 
with a relatively smaller proportion of reserve agreements and a rela- 
tively larger proportion of definite period agreements. As forecasts of 
the total volume of business improve in accuracy the need for in- 
definite-date reserve agreements diminishes. 

Business stabilization by agreement will be worth far more than its 
cost to the Treasury, measured in added national income. The above 
considerations indicate that the plan will take 2 to 3 billion dollars a 
year to operate while it is getting established, and 1 to 2 billions a year, 
or even less, afterward. These sums are certainly modest compared to 
the losses in national income which cyclical and secular unemployment 
entails. 

Congress Should Define Full Employment. Within the limits of his 
appropriations, the agent will exercise discretion as to terms of agree- 
ments and rules for subscriber eligibility, so as to expand or contract 
the area of business covered by agreements as may be necessary in 
order to provide full and stable employment. But his exercise of discre- 
tion should be confined to the purpose of full employment. Except for 
its effect on the timing and volume of business, business stabilization 
by agreement should leave private enterprise as free to pursue its own 
course as it would be without the plan. 

In justifying his estimates for appropriations, the agent will indicate 
the employment level which, in view of current practices regarding 
working hours and working ages, he regards as the level of full employ- 
ment. His estimates will aim to provide for bonus rates and a volume 
of agreements sufficient to achieve stability and reach this level. Thus 
Congress will face squarely the question, “At what level is our economy 
to operate?” 
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From Marx to Menger: diffe 
The Recent Development of Soviet Economics Re 
duct 
Mar 
Several leading economists of the Soviet Union, headed by L. A. Leontiev, “ete 
have published a statement criticizing the way in which economics has been in o 
taught in Soviet institutions of learning.’ The critics re-define economics; they all t 
propose a more rigid application of “historical materialism” to the prehistoric polit 
age;* they oppose the idealization of primitive communism, stressing the Tl 
historical necessity of its replacement by more developed forms of economic conc 
organization, and demand that more room be given to the early phases of Mar. 
capitalism; finally, they condemn the theory that economic laws do not apply that 
to a socialist economy and try to explain how the “law of value” operates of st 
under socialism. form 
This final part of the statement overshadows the others in importance. The speci 
controversy about the determinants of social structure in the prehistoric age nized 
is of little concern to non-Marxians, who would contest the presuppositions, elem 
and in their recommendations for the treatment of communism and capitalism folloy 
in history the authors are merely reminding their colleagues of some well- revol 
known Marxian propositions. But in dealing with the problem of economic and r 
laws and with value in the socialist order they are breaking new ground for stater 
Marxian theory in a field of greatest interest to all economists. Marx has never name 
maintained that “there are and can be no economic laws in the socialist scheme chang 
of economy,” but neither has he worked out these laws. Moreover, there are quest 
great difficulties, from a Marxian point of view, in recognizing economic laws schol: 
applicable to socialism. Economic laws must. refer to the universal facts of Ecc 
scarcity and utility, and therefore, if at all valid in a socialist system, must Conse 
have essentially the same content there as under capitalism. Their mode of order 
execution, of course, is very different in different economic systems, but at any social: 
time and place they express the rules of rational economic procedure which are sound 
not dependent on the form of ownership or on the character of economic In aff 
1 Abbreviated publication in English in Science and Society, Spring 1944 (Vol. VIII, merel, 
No. 2), where a list of the authors can also be found. For the present article this English the ex 
version of the statement has been used. up no 
? Following Frederick Engels (The Origin of the Family, Private Property, and the Wise, | 
State), teachers are said to have upheld the proposition “that in the period preceding civi- The 
lization, the social structure is determined not only by the conditions of production of ma- appea: 
terial goods, but also by the conditions of the production of man himself, that is, by the : 
form of the family.” The authors of the statement, on the contrary, believe that in all *Und 
periods the conditions of commodity production have determined the social structure 50 man’s 
that a “monistic view of history” can be generally applied. known 
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controls. Recognition of economic laws for the socialist order therefore means 
recognition of some common rules for capitalism and socialism. 

The authors of the statement do not seem to disagree with this proposition. 
Although they call everybody an enemy of socialism who tries “to extend the 
laws of capitalist economy to socialist economy,” they describe the difference 
between the economic law in either of the two types of economic order as a 
difference in the method through which the law controls reality, not as a 
difference in content. But Marxian dialectic philosophy has been inclined to 
regard all rules of human behavior as expressions of changing modes of pro- 
duction and therefore themselves subject to change from epoch to epoch. 
Marxians have often ridiculed the concept of “eternal truths.” If now such 
“eternal truths” are recognized in the economic field, how can consequences 
in other fields be avoided? If some generalizations in economics are valid for 
all types of social order, the case for the communist proposition that basic 
political institutions must be different in socialism and capitalism is weakened. 

The authors of the statement are presumably not prepared to accept this 
conclusion or even to grant that they have in any essential point departed from 
Marx’s position. They might quote passages from Marx’s writings implying 
that the dialectic mechanism of change can operate only within a framework 
of stable elements and might argue that economic laws, in their most general 
form in which they express “objective necessities” and do not presuppose a 
specific form of operation, belong to these stable elements which Marx recog- 
nized. A non-Marxian might reply that Marx, whenever he exempted any 
elements from dialectic change, was contradicting himself, and that whoever 
follows this line of Marxian thought abandons dialectic philosophy with its 
revolutionary implications. Regardless of this controversy, however, Marxians 
and non-Marxians alike are interested in the question which the authors of the 
statement have raised by their recognition of generally valid economic laws, 
namely, the question of the nature of the elements which remain stable in a 
change of the social order. They are probably the first Marxians to raise that 
question, and further analysis along the same lines by these or other Marxian 
scholars will be of great value. 

Economic laws lead to formulas expressible in terms of economic value. 
Consequently, the recognition of economic laws applicable to the socialist 
order involves the acknowledgment that value calculation is possible under 
socialism. The authors of the statement therefore strongly oppose the “un- 
sound idea” “that in socialist economics there is no place for a law of value.” 
In affirming the necessity of socialist value calculation, the authors draw not 
merely a conclusion from their belief in general economic laws but also express 
the experience of the Soviet Union in planning. The Five-Year Plans are drawn 
up not only in terms of physical quantities but also in terms of value; other- 
wise, they could not fulfill their purpose. 

The idea that value calculation does not become superfluous with the dis- 
appearance of capitalism is quite compatible with Marxian theory. The state- 

‘Under capitalism, according to the statement, economic law operates “independently of 


man’s will and consciousness,” whereas in a socialist society it is “an objective necessity 
known by man, working through the consciousness and will of men.” 
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ment of the Soviet economists, however, goes beyond the assertion of this idea, om. 
It deals with the question of how value is determined in a socialist economy, Obv 
and here the authors encounter great difficulties in their attempt to remain emp 
within the Marxian tradition. In determining prices the Soviet planning ea 
authorities could not work on the assumption that “the hour or day of work auth 
of one worker is . . . equal to the hour or the day of another.” According to wand 
the Marxian theory, the difference between the values of the labor power of wiih 
different workers at the same time and place is caused by the differences in capi 
labor time necessary to produce the means of the worker’s subsistence and in th 
education. This labor time is greater in the case of the skilled worker, who fie 
needs more education, and consequently his wage exceeds that of the unskilled supp 
laborer. But the authors of the statement do not explain the differences in ice 
pay in this orthodox fashion. “The calculation and comparison of various kinds adie ) 
of labor are not realized directly by means of the ‘natural measure of labor,’ kes 
labor time, but indirectly, by means of accounting and comparison of the prod- N 
ucts of labor, commodities.” The ability of labor power to produce commodi- os 
ties is its utility (in Marxian language its use value). If utility is not merely rae 
the general condition of the existence of value but the determinant of its oa 
quantity, the labor value theory is untenable and must be replaced by a theory the { 
explaining value as an expression of utility. In other words, the road on which peric 
the authors of the statement have started leads from the Marxian camp into a 
that of Jevons, Walras, and Menger. ot 

The authors do not concede this point. They still use the language or pects 
orthodox Marxism, maintaining that “the value of a commodity in socialist esa 
society is defined . . . by the quantity of work socially necessary for its pro- alee) 
duction and reproduction.” But since the quantity of work is not determined pees 
by labor time but by its usefulness, the Marxian formula does not mean in sine 
the new statement what it meant in Capital or in the writings of Kautsky and Rete 
Lenin. 

It is not merely in the determination of the value of different kinds of labor = 
that the authors deviate from the labor value theory. In the Soviet economy, ie 
it is stated, “the possibility has already arisen that the price of an article does doom 
not coincide with its value.” Two reasons are indicated for this deviation. ria 
First, part of the Soviet production is sold not at prices completely determined pe 
by the Soviet government, but “according to prices set in market trading.” 
This is true of the products of “single farmers and craftsmen,” “of the per- “See 
sonal auxiliary occupation of collective farmers” (the reference is probably to = 
the cattle and garden products which an individual family on a collective farm so 
can raise in their spare time), and of that portion of the product of collective ane 
farms “which is distributed in kind according to work days and then is sold given j 
by the collective farmers on the market.” Secondly, even in the “organized bility « 
market, which is in the hands of the Soviet government,” the labor value theory : *On 
is not the exclusive guide. “Commodity prices are set with definite deviations — 
from their values, in correspondence with the various tasks facing the govern- Will L 
ment, and depending on the quantity of commodities of various kinds which See 
can come into the market, given the scope of production and of social needs of Apri 


existing at the time.” 
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Marxian theory has always recognized that prices may deviate from values, 
but has restricted the possibility of such deviation to well defined instances.‘ 
Obviously, if this restriction is removed, the labor value theory becomes an 
empty shell. From a Marxian point of view, the existence of a free market does 
not explain any long-term deviation of price from value (and, obviously, the 
authors of the statement do not speak merely of short-term deviations). In 
nearly all of his writings, Marx deals with a capitalist and not with a socialist 
economy and presents the labor value theory as the regulatory principle of 
capitalism. Why, then, should the elements of a capitalist order which survive 
in the Soviet economy necessitate the formation of prices different from labor 
value? Or which of the specific causes of deviation mentioned by Marx are 
supposed to exist in the Soviet Union? The authors themselves exclude the 
most important case, the sale at “production price” as distinguished from 
value as a result of the tendency toward an average rate of profit. This “law 
of average profit” has “lost its meaning under socialism.’ 

No reader of the statment can doubt that the abandonment of the labor 
value theory is due to practical experience, For the Soviet economist, value 
theory is not a mere academic affair. Value is the “‘single denominator,” which 
must be used in Soviet bookkeeping for the “comparison of the expenses of 
the firm in a given period with the whole mass of production for the same 
period.” If values reflected only labor cost they would not be usable for 
correct bookkeeping. In comparing input and output it is necessary to calculate 
the value of the output independent of cost, and on the side of the input the 
consumption of gifts of nature and of capital disposal must be taken into 
account. In other words, product value must be calculated as utility gained and 
cost value as utility lost. The authors of the statement are saying virtually the 
same thing when they state that “the various tasks facing the Soviet govern- 
ment” and “the social needs” determine prices in the Soviet Union. Bohm- 
Bawerk, Cassel, and a host of “Austrians” and “neo-classics” (including a 
good many non-Marxian socialists) have foreseen that a socialist society would 
have to accept this rule.® 

In the daily press the statement was first interpreted as a symptom of 
decreasing hostility toward capitalism among Soviet economists.’ In the mean- 
time, critics have pointed out that this is a misinterpretation.® Indeed, all the 
credit which the authors of the statement give to capitalism refers to the past, 


“See Capital, Vol. I, chap. 3, especially p. 75 (London, Swan Sonnenschein ed., 1901), 
and Vol. III:1, chaps. 9 and 10. 
*Nor does any other item in the Marxian catalogue of deviations of price from value 
cover the deviations in Soviet planning. The only Marxian category which at first sight 
seems applicable is that of “imaginary price” (Capital, Vol. I, p. 75), but the explanation 
given in Capital, Vol. III, pp. 757-58, shows that this concept too fails to afford a possi- 
lity of reconciling the price theory of the statement with Marxism. 
*One has to make allowance, of course, for the different language which “Austrians” and 
“neo-classics” use to express this thought. 

"See New York Times of April 4, 1944, “Communist Dogmas Basically Revised,” by 
Will Lissner. ‘ 


“See Algernon Lee in The New Leader of April 8; Editors of The New Republic, issue 
of April 17, 
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and in several passages they express the absolute conviction that the capitalist 
order is an obsolete system which must be abolished. Even with regard to the 
past, the statement is not nearly as emphatic in its praise of the achievements 
of capitalism as the Communist Manifesto, which nobody has as yet considered 
a document promoting the reconciliation of capitalism and socialism. But the 
revision of the value theory taught in Russia may facilitate a fruitful dis- 
cussion between Western and Russian economists, who will from now on talk 
more nearly the same language, although of course many of the Western 
economists have not explicitly adopted a utility value theory. Even more 
important, the abandonment of the labor value theory—in fact if not in terms 
—will free price analysis in Soviet planning from a severe handicap and is 
therefore likely to result in increasing the advantages of the Soviet planned 
economy. 
LANDAUER 
University of California 
Berkeley 


Saving and Spending Patterns of the Same Rural Families 
Over a 10-Year Period, 1933-1942 


For 14 years the Department of Home Economics at the University of 
Illinois, through the Agricultural Experiment Station, has carried on a research 
project in which family account records have been supervised and analyzed. 
Several hundred account books and additional survey material concerning the 
families keeping the records are summarized each year. Of this group, 49 
families have kept records continuously for the last 10 years. The sample is 
small but widely distributed in 24 different counties in the state. These ac- 
counts offered an unusual opportunity for analyzing the amount and use of the 
disposable income and nonmoney resources of the same families for a con- 
tinuous 10-year period, 1933-1942. 


Irregularity of Income 


The average amount of disposable’ income per family for the group of 49 
farm families varied over the 10 years from $1037 in 1933 to $4390 in 1942 
(Table I). The most usual variation in individual incomes was six to seven 
times as much income in the year of largest disposable income (1942) as in the 
year of lowest income (1933). For one family the variation was as high as 
seventeen times as much income in 1942 as in 1933. 

If these family records are grouped in thirds according to amount of dis- 
posable income—under $1500, $1500-$2499, and $2500-and-over—the wide 
variation in income over the 10-year period seems even more startling (Table 
I). Over four-fifths, or 84 per cent, of the families had less than $1500 in 1935, 
while in 1942 only 6 per cent of the families had less than $1500. 


? Disposable income as used here is the net money receipts after income taxes and 
interest payments have been subtracted. 
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In 1933 only 6 per cent had a disposable income of $2500-and-over, while 
in 1942 four-fifths, or 80 per cent, were in that level of disposable income. This 
increase in income from 1933-1942 for these families was on the average a 
gradual increase each year from 1933-1941, and a much greater increase in the 
war year of 1942, 

TABLE I 


Number of the 49 Families in Different Levels During 
Disposable 10-Year Period 
Income Group 


1933 | 1934 | 1935 | 1936 | 1937 | 1938 | 1939 | 1940 | toat | 1942 


“Under $1500 ai| 36| 21 16 is3| 14] 3 
$1500-$2400 s| 13 16| 17| 17| 7 
$9500 snd overt’ is| 18| 22] 27] 39 

| 


Average dispos- 
ableincome $1037 $1177 $1560 $1879 $2156 $2263 $2384 $2452 $3015 


The 10-year average disposable income for over two-thirds of these families 
was in the $1500-$2499 level, with the remaining one-third about equally 
divided above and below that level. The irregularity of the amount available 
each year demands more careful long-time planning than if that average 
amount was received each year. It also has a decided effect in determining the 
consumption pattern of the family. 
One factor that prevented a radical change in their living during years of 
low disposable income is the amount of noncash commodities and services such 
as food, fuel, and use-value of the farm dwelling furnished by the farm. The 
importance of these noncash commodities and services varied for this group of 
families from 42 per cent, or nearly one-half of their living in 1933, down to 
28 per cent or slightly more than one-fourth of their living in 1942. 
These additional noncash commodities and services for family living raised 
the total average money-value of living and savings to $1598 in 1933 and to 
$5136 in 1942. 
Savings Program 

Apparently the savings? program of the farm family gains decidedly through 
these wide swings in the amount of disposable income, primarily for two rea- 
sons: (1) because there is a desire to gain greater security through land 
ownership to offset in part the insecurity of such periods of low income as in 
1933 and 1934; and (2) because such irregular income prevents high fixed 
yearly living expenses. 

The per cent saved (Table II) each year varied directly with increased dis- 
posable income from 27 per cent on the average for the group in 1933 to 57 
per cent in 1942. If the money value of noncash commodities and services is 


* Savings included life insurance premiums, debt retirement in excess of borrowings, war 
bonds, payments on purchases of land, and net change in bank balance at end of year over 
that at the beginning of year. Money invested in the farm business or net changes in 
he value of farm business are not included here under savings. 
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also considered in the total available for living and saving to make such data 
comparable with town families these families saved 17 per cent of their avail- 


able resources in 1933 and up to 49 per cent in 1942. Saving a portion of their | 


income each year, regardless of whether the family’s income was small or large, 
was a definite policy. During years of low disposable income, all families in the 


Taste II 
Year 1933 | 1934 | 1935 | 1936 | 1937 | 1938 | 1939 | 1940 | 1941 | 1942 


Per cent of disposable in- 27 23 27 31 31 29 31 33 34 57 
come in savings | 


Total disposable income | $1037 $1177 | $1560 | $1879 | $2156 | $2263 | $2384 | $2452 | $3015 | $4300 
Savings $ 279 | $ 267 | $ 428 | $ 587 | $ 668 | $ 645 | $ 729 | $ 816 | $1319 | $2499 


Living expenditures $ 758 | $ 910 | $1132 | $1292 | $1488 | $1618 | $1655 | $1636 | $1696 | $1891 
Living expendituresin dol- | $ 695 | $ 746 | $ 913 | $1059 | $1162 | $1326 | $1379 | $1352 | $1275 | $1212 


lars of constant purchas- 
ing power® 


® Spendings divided by index of prices paid by farmers for commodities used for family maintenance (1910- 
14= 100), U. S. Department of Agriculture, Bureau of Agricultural Economics. 


group made some savings. In all families but two, at least the life insurance 
premium was paid in 1933 and 1934. The two families in the group without 
life insurance protection either bought postal savings or paid on mortgage 
principal during these very low years of disposable income. 

During 1933, the year of very low disposable income, life insurance premi- 
ums averaged $151 per family, or 54 per cent of the total savings for the year, 
but gradually declined on a percentage basis to 9 per cent of the total savings 
in 1942. Although the percentage of the savings in life insurance declined, the 


1933 T T T T T 
CHART 1. DISTRIBUTION OF SAVINGS OVER THE 

a TEN-YEAR PERIOD BY THE SAME FAMILIES. 

1936 LIFE INSURANCE 


may PRINCIPAL PAYMENTS 
OTHER SAVINGS 
WAR BOND PURCHASES 


200 #400 *€00 800 1000s * 1400 


average amount used for insurance premiums increased gradually each year to 
$210 in 1942, which was actually 42 per cent more for insurance premiums in 
1942 than in 1933. Such payments might be classed as relatively fixed uses of 
income as compared with the wide variations of other savings (Chart 1). 
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Principal payments in excess of borrowings averaged $103 per family, or 
slightly over one-third of the savings in 1933, but gradually increased to 
$953 per family in 1942, still about one-third of the total savings. In 1933 
only one-half of these families operated farms of which at least part of the 
land operated was owned by them, while 10 years later nearly three-fourths, 
or 71 per cent, of the families were owners of part of the land operated by 
them. Over one-half of the families (55 per cent) were still in debt (pri- 
marily land mortgage indebtedness) at the end of 1942. 

“Other savings” showed more variation over the 10-year period (Chart 
1). Nine per cent of the savings in 1933 was in net bank balance changes 
and new investments, while in 1942 over one-half or 53 per cent of the 
total savings went into such “other savings” as war bonds, new investments 
in land, and net bank balances. At the end of 1942, only one per cent of the 
families in the group carried bank balances of more than $700. War bond 
purchases were the major part (60 per cent) of “other savings,” or 17 per 
cent of the total disposable income. 

The amount of money saved over a period of years is more significant in 
measuring the family’s financial progress than the amount saved yearly. 
Over the 10-year period, the one-third of these families with the lowest aver- 
age disposable income had saved $4280 (including life insurance premiums 
each year, and not the cash surrender value of the insurance); the middle 
one-third, $6270; while the high one-third had saved $12,830, in addition 
to the increased value of farm business inventories. 


Level of Living as Shown by Expenditures 


The average amount of money spent for living by these 49 farm families 
varied from $758 in 1933 (Table IL) to $1891 in 1942. There was a gradual 
increase each year in the total amount spent for living from 1933 to 1940, 
with a slight recession in 1940, but a continuation of the increase in 1941 and 
1942 (Chart 2). The 10-year period seems to divide itself into two parts, 
the first five years 1933-1937, the recovery period from the very low dis- 
posable income; and 1938-1942, the period with less variation in total 
amount spent for living. 

During the years 1933-1936, the pattern of spending was radically dif- 
ferent from the pattern in 1938-1942 because smaller amounts were spent 
in every division. The year of 1937 was one of higher expenditure but not 
up to the level of the next five years. Food, operating, clothing and personal 
expenditures showed the least variation during the two periods, while hous- 
ing, furnishings, and transportation showed the most contrast. Over the 4- 
year period, 1938-1941, total expenditures for living per family increased 
less than $100 during the time when disposable income increased nearly $800. 
During the war year of 1942 when income increased $1200 over that of 
1941, only $200 more was spent for living (Chart 2) than in 1941. 

Corrected for changes in unit cost of goods (Table II), the actual living 
obtained for the 10-year period was from $695 worth of goods and services 
in 1933 to $1212 worth in 1942. The most goods and services were pur- 
chased in 1939, but only slightly over $200 more than any other year in the 
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six years from 1937 to 1942. Actually the level of living purchased in the 
war year 1942 for this group of families was lower than for any of the 
previous five years. This shows that these families were not going on any 
spending sprees, but were actually buying fewer goods and services. 


Greatest Increased Spending 
Housing expenditures during the 10-year period rose from $19 average per 
family in 1933 to $275 in 1938 and dropped to $81 in 1942. Most of the 
major improvements, such as remodeling, repairs, and installation of moder 
conveniences, were made in the four years 1937-1940. These are the infre- 
quent kinds of expenditure which are made during years of good income if 
such goods and services are available. 


CHART 3 PURCHASED FOOD 
2 
CHART 2. DATTERN OF SAVING AND SPENDING 300 
— 
3200 $100 
$2800 *o 1935 1934 1956 1936 1957 1956 1959 1940 194) 
PER COST 
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2400 PER MEMBER OF HOVSEHCLO 
#2000 CHART + PURCHASED CLOTHING 
#300 
1934 1059 1956 1937 1938 1959 
PER FAMILY CosT—— 
PER FAMILY PURCHASING POWER OF DOLLAR SPENT--- . 
“O53 1954 1935 1930 1957 1956 1939 PER MEMBER OF HOUSEHOLD « 


In 1933 only one-third of the houses in which these families lived were 
modern in the sense that they were equipped with electricity, furnace, and 
running water and bathroom facilities. By 1942 two-thirds of all the houses 
in the group were modern. 

Running water seems to be the last facility of the three modern features 
to be installed in these houses. Only 63 per cent of the houses were equipped 
with running water and bathroom facilities by 1942, while 84 per cent had 
both electricity and a central heating plant, and 96 per cent of the 49 
houses were wired for electricity. 

Equipment and furnishings expenditures increased from $50 in 1933 to 
$153 in 1942. Since the costs of such goods had gone up in price 31 per cent 
during that period, the quantity of goods purchased was 132 per cent more 
than the amount purchased in 1933. On the basis of a constant purchasing 
power of the dollar, $85 to $100 worth of goods were purchased each year 
after 1936. Since household inventories of equipment and furnishings in 
these homes in 1942 averaged $1200, the replacement value was from 7 to 
8 per cent in terms of 1910-14 dollars. 

Transportation. The cost of the home share of the family automobile and 
other transportation increased from $91 in 1933 to $249 in 1941 and then 
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dropped to $156 in 1942, From 1936 to 1940 the proportion (ordinarily one- 
half) of the total transportation averaged a little less than $200 a year. Due 
to the many new cars purchased in 1941, the average home share of the 
transportation cost jumped to $249, and then dropped in 1942 when new 
car purchases were restricted and gasoline limited. 


Moderately Increased Spending 


Food purchased. Food expenditures per family in 1933-1942 doubled from 
$156 to $311. Allowing for the 53 per cent increased prices of foods during 
this 10-year period, the quantity the families were buying in 1942 was about 
one-third more (31 per cent) than in 1933. But since the number of mem- 
bers per household declined from 4.8 persons in 1933 to 4.0 persons in 1942, 
there was a greater increase than 31 per cent on the per-member of the 
household basis. The money spent in 1933 bought $34 worth of food per 
member of the household and in 1942, $54 worth, which was a 59 per cent 
increase above the price change. The major part of the actual quantity in- 
crease in food buying was from 1933 to 1936, with a leveling out over the 
next six years (Chart 3). 

Food furnished from the farm. The money value of the farm-furnished 
food per member of the household increased from $64 in 1933 to $116 in 
1942. Figuring the price increase at 50 per cent during 1933 to 1942, the 
quantity of farm-furnished food increased 21 per cent or one-fifth. 

Operating expenditures which included electricity for the house, telephone, 
fuel, freezer storage locker, household supplies, laundry and paid service, have 
increased gradually each year from 1933 to 1942 for these families. The 
amount spent for these operating goods and services increased from $114 per 
family in 1933 to $249 in 1942. The 15 per cent increase in the unit cost of 
such goods and services only accounts for part of the $135 increase; therefore 
in this period the amount of such goods and services increased 89 per cent 
(through additional conveniences and modern facilities in the home). 

Rental costs for freezer storage lockers for many of the families and oil 
for automatic heating and electricity for hot water heaters for a few of the 
families have added to the yearly operating expenses. 

Clothing. Clothing costs increased from the low expenditure of $110 per 
family in 1933 to $276 in 1942, but on the basis of 1910-14 dollars, $97 worth 
was purchased in 1933 up to $160 worth in 1942. This was a 65 per cent 
increase above price changes. Most of the increased amount purchased was 
from 1933 to 1937 and then a leveling off (Chart 4) in spite of the fact that 
most of the children were older with consequently greater needs. The smaller 
family in 1942 (4.5 in 1933 to 3.9 in 1942) might be a counterbalancing in- 
fluence on clothing buying. On the per member of the family basis, $22 worth 
of clothing was purchased in 1933 and $41 worth in 1942, an 86 per cent 
increase above price changes. 

Medical care increased from $47 per family in 1933 to $147 in 1942. About 
$100 was spent per family per year from 1935-1941. The lower amount spent 
in 1933 and 1934 was a direct result of the very low income for the two years. 

The higher amount spent in 1942 includes additional physical examinations 


ne 
he p 
y 

he 

m 

e- 

if 

2 

+2 

ere 

nd 

ses 

res 

ed 

ad 

49 

to 

ant 

ore 

ing 

ear 

in 

to 
und 

‘ 


350 THE AMERICAN ECONOMIC REVIEW [ JUNE 1“ 


in an attempt to keep well during war times when it was expected doctors 
would be scarce for civilian care, and also increased memberships of families 
in hospitalization and accident associations. Likely the fact that all medicaj 
care expenditures over 5 per cent of the net taxable income are deductible in 


filing an income tax return has had an influence on decisions for needed qu 
medical expense and hospital and accident protection. de 
Education. The gradual increase in educational expenses is directly related 19 
to the increasing ages of the children in these families; 17 out of 20 children In 
of college age were in college in 1942. Fortunately income levels have been 2 
comparatively high at the time these children were ready for college. ri 
Recreation expenses reached a peak of $70 per family in 1938 for these 
families over the 10-year period from the very low expenditure of $27 per family Mi 
in 1933, and dropped to $45 in 1942 when the families were too busy and had ™ 
too little transportation to travel or go places for commercial recreation. | 
Church and gifts and personal. These expenditures increased slightly each n 
year as disposable income increased. Personal expenses increased the least, 
An 
gifts next, and church and community welfare the most of these three types o/ 
uses of income. te 
Summary 19: 
The wide swings in the amount of disposable income for these families less 
over the 10-year period have demanded careful long-time planning. dol 
The increase in savings has been due in part to the irregularity of the amount I 
of disposable income received each year. More money has been saved during to | 
years of high income to offset the insecurity of the years of low income, as in goo 
1933 and 1934. The irregularity of income has also prevented high fixed living 
expenditures. 
The average spending pattern of these families changed little after there 
was sufficient disposable income to support a level of living of $1300 in terms 
of 1910-14 dollars. Expenditures above that amount were due to price changes 
and major, infrequent purchases of durable goods. The use of disposable in- 
come in 1938-1940 represents a period when families had an opportunity to 
choose the level of living desired as far as such selection was dependent upon The 
available income and goods and services. invé 
Apparently through careful planning and directing their use of disposable 
income over a period of years, these families are gradually obtaining their P } 
uct! 
goals of financial security, modern homes, and comfortable living. There was Pte 
no wild spending during the war year of 1942. Rather these families increased 2( 
their saving for the future and decreased their purchases of goods and services dwin 
in accord with wartime recommendations. *F 
Wise management of family resources is always important, but vitally s0 June 
during years of war. The way families use their disposable incomes will assist ‘T 
or obstruct the various government devices being used to control the cost of two- 
living in this country. It is evident from this study that these farm families ry 
are doing their part to prevent inflation. ty, 
RutH CRAWFORD FREEMAN reper 
BANE costs 
University of Illinois shipp 
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Economic Basis of Prices in Alaska 


Alaska produces little or nothing for its own consumption except a small 
quantity of milk, potatoes, and vegetables.‘ The income of the Territory is 
derived almost entirely from the exportation of fish, gold, and furs. The year 
1938 can be taken as a typical year. In this year the exports were as follows: 


Industry Products Income Received 
Fishing 273,617 Ibs. fish 

15,884 tons fish meal 

4,982 gal. fish oil $45,052,000 
Mining 609,180 oz. gold 21,321,000 

Other minerals? 6,089,000 

Trapping 498,235 pelts 2,649,000 
Annual Income from Exportation $75,111,000 


In 1936 the gross income of the Territory was approximately the same as in 
1938; in 1937 it was three million greater and in 1939 and 1940 fifteen million 
less. Alaskan production for home consumption totals less than a million 
dollars a year and so can be ignored in discussing the Territory’s economy. 

It is usually assumed that about a third of the income of the Territory goes 
to absentee owners of Alaskan industries.* The balance is used to purchase 
goods for importation. A typical year’s importation follows.° 


Food products $10,000,000 
Clothing 2,500,000 
Manufactured products 30,000,000 
Shipping costs on imports 5,000,000 
Total Expenditures $47,500,000 


The goods imported into Alaska are sold through local retailers who almost 
invariably obtain their stocks from Seattle wholesalers. The prices which 


‘Matanuska Valley is the principal agricultural section of Alaska. The total 1941 pro- 
duction of the region was $181,000, one-third of which was milk, one-third potatoes, and 
the remainder meat and vegetables. Governor's Report for 1942. 

*Other minerals include 18,243 tons of copper valued at $3,793,000. Copper production 
dwindled to 79 tons in 1939 due to the exhaustion of one of the most profitable areas. 

Figures assembled from Annual Reports of U. S. Customs Service, Office of Collector, 
Juneau, Alaska. 

‘This estimate is based upon the fact that statistics of imports for each year are usually 
two-thirds of the export figure. The estimate neglects “invisible imports.” For example, 
amounts received by Alaskans but sent “outside” by them to pay for insurance, securities, 
etc., would be included in this total. 

‘Import figures used here are rounded totals taken from Department of Commerce 
reports. The freight figure is the author’s estimate based upon an index of transportation 
costs to the various communities weighted by the quantities of different types of goods 
shipped and populations of the various communities. 
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Alaskan retailers pay for the goods are the same as those paid by Seattle 
retailers but the prices which they charge customers are 25 to 60 per cent 
higher than the prices charged Seattle consumers by Seattle retailers (see 
Table I). The explanation most often offered for the high retail price level in 
Alaska is the cost of transporting goods from Seattle to the Territory. The 
Seattle wholesale price of the nineteen commodities included in the aggregate 
index given in Table I was $11.65. The freight tariffs of the Alaskan Railroad 
and of the various steamship companies that haul goods north from Seattle 
are available to the public. By reference to these tariffs it is possible to com- 


TABLE I—COMPARISON OF RETAIL PRICES IN SEATTLE WITH PRICES IN VARIOUS 
ALASKAN COMMUNITIES* 


City Aggregate Index Relative Index 
Seattle $13.69 100.0 
Ketchikan 17.58 128.5 
Wrangell 16.97 124.0 
Petersburg 16.59 121.5 
Juneau 18.83 137.9 
Sitka 18.47 135.0 
Cordova 19.68 144.0 
Valdez 20.47 150.0 
Kodiak 20.94 153.5 
Anchorage 19.90 145.6 
Palmer 18.88 138.0 
Fairbanks 21.98 161.1 
Nome 21.88 160.5 


* The aggregate index computed by the author represents the total cost of purchasing at 
retail nineteen typical food productsin quantities such as might be required to feed a family of 
four persons for one week. 


pute the costs of transporting the nineteen commodities to each of the Alaskan 
communities named. The results of such a computation will show that, with 
but minor exceptions, the gross markups of Alaskan retailers are two to three 
times as great as those of Seattle retailers. 

Data contained in Table II makes it clear that high markups of Alaskan 
merchants share the responsibility with transportation costs for the high 
level of retail prices. For example, if retailers in Sitka could do business on 
the same percentage markup as retailers in Seattle are able to do, then the 
price level in Sitka would need to be only 13 per cent higher than that in 
Seattle. Instead, as Table I shows, it is 35 per cent higher. 

Whether these higher markups cause the net profits of Alaskan merchants 
to be higher also depends primarily upon whether or not operating expenses 1 
the Territory are proportionally greater than they are outside. That is to say, 
if markups in Alaska are two and a half times greater than outside, and if operal- 
ing expenses there are also two and a half times greater, then it follows that the 
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net monetary profits of Alaskan merchants should be two and a half times greater 
although, considering the high price level, real profits in the Territory would 
be the same as outside.* However, if operating expenses in the Territory should 
be less than two and a half times greater, then both the net monetary and real 
profits of Alaskan merchants will be greater than the net profits of outside 
merchants. Apparently the reasonableness of entrepreneural profits in Alaska 
hinges on whether or not the cost of operating a business there is greater than 


TaBLE II—LanpEpD Costs AND RETAIL Markup oF 19 Typicat Foop Propucts 


Cost of Markup as a 

City Transporta- 8g gan of Per Cent of 

tion* ont Landed Cost 
Seattle $ .00 $11.65 $2.04 17.5 
Ketchikan 1.00 12.65 4.93 39.0 
Wrangell 1.09 12.74 4.23 33.2 
Petersburg 1.09 12.74 3.85 29.4 
Juneau 1.18 12.83 6.00 46.6 
Sitka 1.33 12.98 5.79 44.5 
Cordova 1.78 13.43 6.25 5 
Valdez 1.78 13.43 7.04 52.2 
Kodiak 2.06 13.71 7.23 52.7 
Anchorage 2.73 14.38 5.52 38.3 
Palmer 3.06 14.71 4.17 28.3 
Fairbanks 4.38 16.03 5.95 37.0 
Nome 2.73 14.38 | 70 52.2 


* The cost of transportation includes surcharge, wharfage, and handling charges. The 
tariffs used were those of the Alaska Steamship Company and the joint tariff of the Alaska 
Steamship-Alaska Railroad. 

» The term “landed cost” is used by Alaskan retailers to indicate the cost of goods deliv- 
ered to the dock in the town in which they do business. It includes wholesale costs and trans- 
portation costs. 

° Obtained by subtracting landed costs from the aggregate retail price given in Table I. 


or less than two a half times the cost of operating a similar business in the 
Seattle area. 
Wage rates in Alaska are high. A clerk in a clothing store expects $70 a 


. The mathematical relationships involved in this statement are made less complicated 
when stated as a hypothetical example. 


Outsider Alaskan 

Sales $117,500 $143,750 

Cost of goods sold 100,000 100,000 

Gross Profits 17,500 43,750 

Operating Expenses 10,000 25,000 

Net Profits $ 7,500 $ 18,750 
1044] ace 
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week; a waitress in a restaurant will earn $6.00 a day plus tips. But on the 
whole wages paid in Alaska are seldom twice the wages paid for the same type 
of work in the Seattle area. Even then, a wage rate twice as high as outside 
would not necessarily mean twice as much labor costs to the merchant since 
Alaskan labor is very efficient and Alaskan retailers are economical in their use 
of labor. Since establishments are small, much of the labor required is pro- 
vided by the proprietor, aided by members of his family. Then, it must be 
remembered, the base to which the markup applies (landed cost) represents a 
smaller quantity of goods in Alaska than outside, so that less labor service per 
dollar of goods handled is required. All of these factors taken together warrant 
the conclusion that labor costs in Alaska, while higher than those outside, are 
not as much higher as the higher markups would warrant. 

Besides labor, operatings expenses include rent, light and heat, taxes, and 
interest on investment. It is difficult to compare rents paid by merchants doing 
business under frontier conditions such as exist in Alaska with rents paid by 
merchants outside. An Alaskan merchant rents floor space, the location and 
appearance of his premises being of secondary importance to him. Thus the 
fact that a building of modern design would command a larger rental in Alaska 
than outside is largely academic, since most businesses there do not find it 
necessary to use buildings comparable in attractiveness to those used by out- 
side merchants, When these factors are considered, there is no reason for 
supposing that rent per unit of merchandise handled is as high in the Territory 
as it is, for example, in Seattle. 

Expenses such as light and heat, while somewhat higher in Alaska, do not 
bulk large and so are not significant to aggregate operating expenses. Taxes in 
the Territory are lower than those in any of the forty-eight states. This leaves 
only interest on investment. 

Because Alaskan retailers are located so far from their wholesalers, they 
must make allowances for delays in shipments. They do this by carrying larger 
stocks of goods. These large stocks result in a greater investment per dollar of 
sales than is normal for retailers in the States. For example, a merchant in 
Anchorage told the writer that he has $3.00 invested for each dollar of goods 
he sells: one in the goods delivered to the customer, another in goods en route 
north to replace the goods sold, and a third accompanying an order south. He 
felt, therefore, that his gross profit on a dollar of goods sold should be three 
times greater than the gross profit of a Seattle merchant in order to carn 
interest charges on the two dollars’ additional investment. 

Obviously distance from Seattle wholesale markets does increase the invest- 
ment of Alaskan merchants per dollar of goods sold, but interest charges at 
8 per cent on an extra two dollars’ investment only amounts to 1% cents a 
month. Thus, assuming a turnover of four times a year as compared, say, to 4 
Seattle merchant’s turnover of twelve, an Alaskan merchant would only have 
to increase his markup by 4 per cent of cost to compensate for his added 
investment.’ 

"Were it not for the time involved in transportation the turnover period in Alaska 


would be the same or shorter than it is in Seattle due to the fact that most Alaskan mer- 
chants do not stock style goods and to the fact that markets there are sellers’ markets. 
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The substance of the above analysis is that while transportation costs, 
wages, rent, and interest costs of retailers in Alaska do demonstrate the neces- 
sity for prices somewhat higher than those in Seattle, they do not demonstate 
the necessity for prices as high as those actually charged. The implication is 
that entrepreneural earnings per dollar of investment are Aigher in Alaska than 
in Seattle. 

Alaskan merchants are not aware of the fact that their earnings are higher 
than those .of Seattie merchants. For one thing, their concept of normal is 
higher than the concept held by retailers outside. But more important is the fact 
that in their thinking they do not differentiate carefully between “expenses” 
and “capital expenditures.” It is quite common for Alaskan entrepreneurs to 
start a new enterprise on a very small scale and then to finance expansion by 
the re-investment of earnings. On the basis of orthodox accounting, the entre- 
preneur makes an enormous rate of profit on his investment each year, but in 
Alaska it is customary to enter the cost of such expansion on the books as a 
current cost of operation.’ As a result of this practice, the books of an enter- 
prise may show small profits year after year while the proprietor actually is 
becoming wealthier and wealthier. Such accounting procedure is considered 
to be quite proper in Alaska. 

The normality of high rates of profit is probably historic in origin. Most of 
those emigrating to Alaska in the nineties went there to search for gold and 
many found it. To such, prices meant nothing so that there was little consumer 
opposition to high prices. On the other hand, the entrepreneurs who entered 
the Territory during the boom times were, for the most part, attracted there 
by the possibilities of making a “killing” in a short time. When the boom 
subsided many of these merchants closed up shop and returned to the states. 
By this time permanent inhabitants of the Territory had become accustomed 
to paying high prices. The merchants who remained in business kept prices as 
high as the traffic would bear and their efforts were aided by the absence of 
new entrepreneurs. When cheechakoes—newcomers in the Territory—inquire 
about the high prices, they are given the stock answer, “High transportation 
costs.” 

This raises the question of why new entrepreneurs did not appear to force 
prices down to a competitive level. The answer is not difficult to find. Most 
of the white inhabitants of the Territory were trappers, miners, or fishermen 
who knew little about the intricacies of operating a retail establishment. The 
number of local entrepreneurs was further decreased by the abnormally large 
capital investment prerequisite to opening a retail establishment of any size. 
Those who accumulated sufficient wealth from gold prospecting to become 
merchants chose rather to go “outside” to live. A few, with more initiative, 


*For example, one small business moved to a new location at a cost of $2,500. This 
expenditure was for a new store front, installation of equipment, etc., and could quite 
properly have been charged to operations over a period of several years. However, the 
charges became a part of the costs of operating for the month in which the change was 
made. Small businesses are not the only ones that pay off their capital investment in a 
single accounting period. C. L. Andrews, in The Story of Alaska, cites the example of the 
Copper River & Northwestern Railway constructed at a cost of $20,000,000. It was paid 
lor out of the profits of the first year’s copper mining. 
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ability, and vision than capital, did enter business but on a small scale. In the 
long run these were well paid for their efforts but, because their number was 
small, their entrance into the ranks of business did little more than to fill 
vacancies left by the retirement of old timers. 

Outside entrepreneurs are not attracted to the Territory for two reasons: 
(1) many of them are not aware of the profit opportunities there; and (2) few 
of them have an acquaintance with the environmental conditions existing there 
under which they would have to operate.? The fact that Alaskan towns are 
small (the largest city has a population of 7,000), widely separated, and not 
connected by modern highways renders the region unattractive to chain stores. 
As a result, merchants in the various communities have been able to maintain 
markups on a higher level than more competitive conditions would have per- 
mitted. 

Witrorp J. EITEMAN 


Duke University 


The Professors versus the People: Comment 


Your correspondents, Messrs. Nussbaum and Schweitzer, in the Review for 
December, 1943, raise a most important question about the hostility of Con- 
gress to economists, especially in OPA, but they have not yet put their question 
in a form that makes it possible to get an accurate or enlightening answer. 

Congress put into the law a requirement that policy-forming executives in 
OPA must have business experience, but that was not an expression of prefer- 
ence as between business men and professors. Although Congress did not make 
it wholly clear, they were protesting against something quite different—the 
filling of government jobs with economists chosen because they were opposed to 
business. The position of Congress was, very properly, that whether this ob- 
jective was good or bad, the American people had not appoved it; they had 
not given approval to stringent wartime controls as a means of changing the 
economic system, but, rather, it was an obligation of honor not to use their 
self-denial to proceed with an undiscussed change in the character of the 
economy. If the advocates of a change wished to continue with it in wartime, 
the proper procedure was to bring in a bill to that effect. 

That makes the real question touched on by your contributors even more 
important. That question is: What are the responsibilities of economists, as 
individuals and as a profession, for the political use to which their knowledge 
and talents are put? Are economists experts who have no political convictions? 
Are they citizens who are responsible, if their knowledge is used to make 
changes, in technical form, which the body of citizens would not approve if 
they were presented in plain English? Should they refuse to take jobs if they 


*°To an outsider Alaska is a “foreign” land with different climate and customs. The 
average citizen in the States knows little about the Territory except for fragmentary facts 
included in the tall tales told by returned adventurers. 


* Pp. 906-07. 
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do not agree with the political policy of the administrator? or demand that 
their dissenting opinions be given as much publicity as those favorable to the 
administrator’s policy? or save themselves the trouble of finding out what are 
the political consequences of decisions which can be considered only in their 
technical aspects? 

The answer is important for several reasons. In the older American govern- 
mental organization unanimity was not a virtue, and economists of various 
shades of opinion could obtain a chance to work and write in government 
offices without having their opinions “synchronized” by a dominant party 
policy. That is no longer true. As John H. Crider said in the Saturday Evening 
Post for February 26, 1944, “no New Deal bureau chief in his right mind will 
think of hiring a dissenting economist.” It is true that some bureaus still hire 
economists with orthodox points of view, but they are not the bureaus with 
the money, the exciting jobs or the rapid promotion. As Mr. Crider adds, “The 
impact of this on young economists seeking jobs is undeniably strong.” The 
choice of economists with a particular political slant has a political purpose. 
How far are economists responsible for facing it? 

The writer raised the same question in different form two years ago. The 
federal government now controls so many jobs for economists that it has 
monopolistic control of the market for economic talents. Not only does it have 
a large proportion of the jobs but it has a much larger proportion of the very 
high paid jobs, thus having almost a total monopoly of advancement. Because 
of the reflex effect of promotions, salary, and connections on academic ad- 
vancement, the conditions of promotion in the federal service are important 
even for those economists who never enter the service. Are economists willing 
to have this market slanted in favor of the economists who believe in the 
Keynesian theories and the doctrine of a large government debt, or are they 
responsible for seeing that economic knowledge is kept open, with an oppor- 
tunity for men of all competent opinions to get the advantages of experience, 
travel, research and publicity, with the American people served by all shades 
of competent opinion and free to take their pick? 

The most important question before all nations today, in the opinion of the 
writer, is whether all markets for all goods (including ideas) are to remain 
open, where any citizen may produce that which any other citizen is willing to 
buy; or whether they are to be “closed” and administered by a governmental 
elite, who decide who are “good” citizens. That is not an economic but a 
political question. The open market can be maintained only by a free society. 
But the economist can make a very important contribution to the understand- 
ing of this problem—provided he is willing to face the fact that to do it he 
must retain his political freedom. A careful reading of nazi experience after 
their accession to power indicates that, without the help of economists and 
technicians to implement his policies, Hitler could never have brought the 
nazi system to the administrative success that kept it in power. The German 
econumists and technicians were mostly specialists, responsible for a section 
of knewledge, not for the qualitative values in an understanding of the whole. 
American economists cannot escape the decision on whether they are technical 
robots, or free and independent citizens with a moral responsibility for the use 
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to which technical knowledge is put. They can not escape this choice even by 
inaction, because inaction will be a vote for the former réle. 

To avoid possible misunderstanding the writer would regard the highest 
political responsibility of economists of a democracy as the obligation to see 
that information was not slanted, that either political considerations were 
omitted or they were clearly and openly stated. Those experts who engage in 
vigorous propaganda for the political opinion in power are not political thinkers 
but technical assistants of the real policy makers. 

Economists were once scholars first and economists second. When they are 
now, Congress has no objection to them. But if the shcolars are to prevail 
over technical experts some vigorous action by economists themselves will be 
necessary. 

EpDNA LONIGAN 

New York, N.Y. 
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BOOK REVIEWS 


Economic Theory; General Works 


Nassau W. Senior, The Prophet of Modern Capitalism. By S. LrEon Levy. 
(Boston: Bruce Humphries. 1943. Pp. 454. $4.00.) 


Mr. Levy has devoted many years of arduous work to the study of Nassau 
W. Senior, the great economist and brilliant publicist of old liberal England. 
He has unearthed Senior’s unpublished papers. In 1928 he published many 
of them under the title Industrial Efficiency and Social Economy. Now he 
presents us with a biography of his hero. This book is not an analysis of 
Senior’s contributions to economic theory. Those interested in these problems 
must refer to Miss Marian Bowley’s treatise Nassau Senior and Classical 
Economics (London, 1937). In the present volume Mr. Levy deals more with 
the man, the politician and the publicist than with the economist. He has well 
succeeded in vividly portraying Senior and his age, England from the Congress 
of Vienna to the rise of Bismarck, from Ricardo to John Stuart Mill, from the 
corn laws to free trade. 

However, the author is not justified in calling Senior a genius. He was an 
excellent economist and undoubtedly not simply an epigone of the great 
classical economists but rather a forerunner of Jevons and Menger. Economics 
owes him many important ideas. But he lacked the highest intellectual strength 
to substitute a new system for that of the classics. He marched in the right 
direction, but he did not reach his goal. He was, like Cairnes, the harbinger of 
a new era of economic thought. One does not detract from his renown in estab- 
lishing this fact. 

Furthermore, it is a misnomer to style Senior the prophet of modern 
capitalism. He was not a prophet. He was an eminent citizen of England 
in the early days of modern capitalism. He was an outstanding liberal 
publicist in the greatest period of English history. This is fame enough. 

But these are only minor objections. On the whole Mr. Levy has written 
a fascinating book. He resuscitates Senior and his contemporaries. Every 
page of his volume calls forth interesting ideas. The economist and the 
historian will find a store of illuminating information on many facts unknown 
or unduly neglected. 

Let us quote one instance. In 1845 the Oregon question disturbed Anglo- 
American relations, Public opinion in both countries was in such a hectic state 
that a peaceful solution was very difficult to find. Senior became alarmed. 
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He wanted to keep the two countries at peace. Accordingly he published in 
the Edinburg Review an article in which he suggested that the whole ques- 
tion be referred to arbitration. Moreover, he pointed out what in his opinion 
the decision of an honest arbitrator would be. The later settlement of the 
frontiers was precisely in accordance with Senior’s recommendations. Seen 
from our present-day viewpoint we must confess that Senior, in calming 
the passions of his countrymen, rendered an invaluable service to both na- 
tions. But such was not the belief of his British contemporaries. They main- 
tained that his article was likely to prejudice British negotiations with 
Washington. They did not enter into a reasonable discussion of the merits 
of his arguments in favor of peace. They resorted to the mean method of 
casting suspicion upon Senior’s motives. 

No less a man than Macaulay told Napier, the editor of the Edinburgh 
Review, that Senior was “too deeply interested in the credit of the American 
States to be impartial. . . . It a little derogates from the character of the 
Review to have it universally known, as it is, that the office of pronouncing 
judgment on a grave international question is confided to a person who can- 
not be unbiased.” Both political parties, the Torys and the Whigs, were 
unanimous in this condemnation of the man who was anxious to prevent a 
war. Senior was forced to explain to Napier that his whole interest in 
America was £1500 in the New York Life Insurance and Trust Company 
yielding about £90 a year, less than the fortieth part of his income. Napier 
conveyed this information to Lord John Russell. The latter answered: 
“T am glad to be assured that Mr. Senior has no pecuniary interest in the 
abandonment of British rights.” (Italics mine.) 

Such were the experiences of a patriot who wanted to spare his nation 
the ordeal of a useless war. And this happened in the prime of British 
liberalism and free trade, in the age of Cobden and Mill! And it was 
Macaulay—and not one of the Prussian historians of the school of Schmoller 
and Treitschke—who looked for sinister motives behind an economist’s plea 
for conciliation! 

Senior erred more than once in dealing with the problems of economic 
theory. Neither was he infallible in his political judgment. But he was a 
keen mind and unswervingly devoted to the search for truth. In most con- 
troversies he was right as against his contemporaries. His cool reasoning 
prevented him from falling prey to fashionable superstitions and popular 
catchwords. He kept out of the way of illusory utopianism. Although per- 
sonally a friend of many Italian nationalist leaders, he did not shrink from 
declaring that “the barbarous feeling of nationality . . . has become the curse 
of Europe.” He thought that English administration of India, though by 
no means perfect, was “the best that that country had ever enjoyed.” But 
he asserted that “there cannot be any greater mistake” than the belief that 
the strength of England was in India. “If we were quit of India, we would 
be much stronger than we are now. The difficulty is how to get well quit 
of it.” It is obvious that the frank expression of such radical opinions hurt 
Senior’s popularity. Even Walter Bagehot, although fully appreciating his 
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great gifts and services, called him cynical. It is time to reconsider this 
sentence on the basis of Mr. Levy’s absorbing book. 


LUDWIG VON MISES 
New York 


Economic History 


The American Maritime Industries and Public Policy, 1789-1914: An Eco- 
nomic History. Harvard econ, stud., Vol. LXXi, By Joun G. B. Hutcu- 
ins. (Cambridge: Harvard Univ. Press. 1941. Pp. xviii, 627, $5.00.) 


Mr. Hutchins has set himself an ambitious task, perhaps too ambitious, but 
the study of American economic history is in his debt none the less. He has 
sought to tell the story of the American maritime industries and the responses 
of public policy to their needs from the period of their proud achievements 
through the later ones of their decline and virtual disappearance, In order to 
point up the reasons for the American successes and failures—in part eco- 
nomic, in part political—he has found it necessary to make constant reference 
to English experiences and programs. This, then, is also a comparative study; 
it is the more valuable for that reason. 

To appreciate the scope of Mr. Hutchins’s intention one must have in mind 
what he means by maritime industries. When private trading ships were the 
customary modes of communication and commerce, the maritime industries 
included both shipbuilding and the operations of mercantile firms. With the 
separation of functions—after the second quarter of the nineteenth century— 
the maritime industries included shipbuilding and shipping. Makers of ships 
fabricated them of wood, iron, and steel. They did so on order and for their 
own account. Operators of ships used them for trading voyages, in the packet 
services, as tramps, and as great oceanic liners. Organization originally was 
along individualistic lines; in time it. became rationalized, concentrated, and 
monopolistic. Ships were employed in the oceanic and in the coastwise trades. 

Government policy ran the gamut from complete mercantilist regulation 
through laissez-faire to protection and subvention in the interests of national 
defense. And because these were economic enterprises they were confronted 
by problems of costs, competition, and labor relations. When these factors are 
set against the wider background of the comparative advantages of other types 
of investment after the Civil War and the American balance-of-payments 
position, one obtains a somewhat fuller notion of a few of the problems Mr. 
Hutchins has been compelled to handle. His book is encyclopedic in scope and 
almost encyclopedic in presentation. This is not said in derogation; on the 
contrary. For at very few points is the reader left unsatisfied as regards the 
fulfillment of the author’s plan for himself. 

It may be said, then, that all the questions mentioned above are touched 
upon—some in great detail, some with uneven emphasis, some only in passing. 
In the first category are to be found excellent analyses of the wooden-ship 
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industry from the days of the colonial traders through those of the great four. 
masted schooners engaged in the wheat traffic. Here, too, are to be noted 
complete discussions of the English iron-ship building business and the changes 
in English public policy. In the second category is to be found the handling 
of labor relations. At times Mr. Hutchins is quite complete—as he is on pages 
426-432 when he describes conditions prevailing on American ships following 
the Civil War; at other times he is much too sketchy and there are many 
lacunae, In the third category is to be found his treatment of the forces shaping 
American policy, or, rather, the lack of it right up to the years immediately 
preceding the outbreak of World War I. That the United States became in- 
different to the fortunes of its merchant marine after the Civil War is common 
knowledge; why it did so—in terms of the politics of the debate—is more 
difficult to comprehend from the author’s exposition. 

It can be seen, therefore, that in many particulars Mr. Hutchins has 
covered parts of his task with completeness. He has done so, too, with real 
discernment and thoughtfulness. Other parts remain to be treated by others. 
But they cannot but be grateful to him for his organization of the whole 
subject and for the many clues he has thrown out. 

At one point a general criticism must be made: the book has not been 
handled too competently from the editorial side. There are many repetitious 
passages, notably in Part II, which has to do with the wooden-ship industry. 
More serious is the awkward handling of chapter titles, running-page heads, 
and the index. One case may be cited. Chapter X is entitled “Technical Leader. 
ship, Free Navigation, and the International Position of the American Shipping 
Industry, 1830-1862.” The running-page head for the chapter is “Position of 
American Shipping, 1830-1862.” But one of the most important topics dis- 
cussed in the chapter is the repeal of the British Navigation Laws in 1849. 
There is no section title in the context of the book itself and no direct index 
reference. Unless the reader is prepared to turn back to the table of contents 
regularly he is likely to run the danger of losing the thread of the author's 
argument. 

The maritime industries played a significant réle in the building of America’s 
economic power. Colonial fortunes were largely mercantile fortunes; and the 
same was true of the early national period. From these sources flowed the 
capital that helped in the opening up of the wild lands of the West and in 
the building of the American railroads, The earnings of our ships made possible 
the maintenance of an unfavorable commodity balance and the servicing of 
capital borrowings from abroad. American shipyards were efficiently managed 
and ships were officered and manned by a highly competent personnel. 

From the Civil War on the tale was a succession of failures, except in the 
case of the great wooden ships, and even here dependence had to be had upon 
foreign crews. Government was indifferent; favorable cost differentials no 
longer existed; the protective tariffs hindered rather than helped; and the 
tradition of association with the sea became a dim memory. The Merchant 
Marine act of 1936 was the first official comprehension of what a realistic 
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public policy demanded, The impressive achievements in the construction of 
Victory ships and in the training of merchant officers and men, during the 
present conflict, point to a return to our former position as a great mavitime 
nation. There are political considerations justifying such a course. But what 
of the economic, particularly in the light of our creditor status and our favor- 
able export balances? These are knotty problems. An understanding of past 
endeavors and achievements and failures will, at least, make us fully aware 
of all the implications of our new—or, rather, renewed—strength as a mari- 
tin e power. Mr. Hutchins’s book fills this need and it is, therefore, even more 
timely now than when he wrote it. 
Louis M. HACKER 
Columbia University 


The Populist Movement in the United States. By ANNA ROCHESTER. (New 
York: Internat. Publishers, 1943. Pp. 128. $1.00.) 


According to a statement on the jacket of this little book the author 
believes that the heirs of the Populists are again playing a vital and con- 
structive réle in the present war against fascism and that therefore a clear 
understanding of the economic and political roots of the Populist movement 
is urgent. This is the announced excuse for restating a story that has been 
better told by previous writers. But the real reason seems rather to be that 
of showing that this movement was the forerunner of socialism in this country, 
for the writer is a convinced socialist, and interprets events with an eye on the 
“new horizons ... of a better world” (p. 124). 

On this point the reviewer may quote the words of Charles S. Gleed, a 
champion of the farmers’ cause, from Forum, October, 1893: “It is not 
socialism they have been pursuing. Rather it is hard times they are trying 
to escape. . . . The members of the Peoples’ Party, considered as a whole, 
would deny firmly that they are socialists. They do not ask a new Heaven 
or a new earth. All they want is more money.” 

Miss Rochester contends, however, that after 1904, when the Peoples’ Party 
had disappeared from Congress and from most of the state legislatures, 
“thousands of former Populists joined the ranks of the new Socialist Party. ... 
Socialist Party platforms also carried forward the old Populist demands for 
greater democracy in our political life” (pp. 107, 108). 

Nothing seems to be gained toward an understanding of this farmers’ move- 
ment by relating it to socialism or by trying to identify it with the con- 
temporaneous trade union struggles (pp. 8, 9). This bias persists in the rather 
sketchy account of the causes that led to the rise of the various Farmers’ 
Alliances and other groups whose amalgamation created the Peoples’ Party. 
The rise of large-scale industry is explained as the result of the machinations 
of the money power with no mention of the economies of mass production. 
Railroads always charged all that the traffic would bear and always gouged 
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the farmers. “Greedy” middlemen and speculators stood between them and the 
market. Interest rates in the South ranged “upward from 30 per cent.” Georgia 
cotton dropped from $1.00 a pound in 1866 to 18 cents in 1871 (but 1866 is 
not a fair base). And so on. 

On the other hand the author would like to credit the Populists with legis- 
lation of which she approves. Thus the system of “government crop loans from 
the Commodity Credit Corporation” under the New Deal (presumably the 
Farm Credit Administration is meant) is likened to the subtreasury plan of 
the Populists (pp. 71, 86). And we are told that “a federal income tax was 
enacted in 1894 largely because the Populists had worked for it” (p. 86), 
although it was passed purely as a revenue measure to make good the deficit 
anticipated under the Wilson tariff. An interesting characterization of Mr. 
Wallace is given: “Vice-President Henry A. Wallace is today the outstanding 
heir of the Populists. He fights against monopoly, but at the same time he 
opposes socialism as the enemy of free enterprise. He is nostalgic for the kind 
of freedom which flourished in an earlier stage of capitalistic development” 
(p. 122). 

Mistakes are numerous. National bank notes were not legal tender (pp. 
24, 26). Sylvis’s National Labor Union of 1866 was not the first federation of 
unions in the United States (p. 28); there was one in 1834. The farmers in 
Lampasas County, Texas, organized an Alliance in 1879, not 1874 (p. 41). 
Milton George organized the Cook County Alliance in 1877, not 1880 (p. 41). 
The Texas Alliance merged with the Agricultural Wheel in 1888, not 1889 
(p. 43). The St. Louis convention on February 22, 1892, had delegates from 
twenty organizations (p. 65); the W.C.T.U., which might have been the 
twenty-first, was admitted by courtesy and had no delegate. There were 1347 
delegates to the Omaha convention (p. 67). In describing the silver ‘crime of 
1873” (p. 73) no mention is made of the fact that we were on a paper basis 
and that neither gold nor silver coins were in circulation. The price decline 
which began in 1873 continued to 1896, far beyond 1879 (p. 73). The bellig- 
erent assertion to Great Britain in 1895 that we were sovereign on this con- 
tinent and our fiat was law was made by Secretary Olney, not by President 
Cleveland (p. 110). 

The policies and methods of the Populists are accepted without analysis or 
criticism. Just one point may be noted in this connection. The author applauds 
the nomination in 1892 as the Peoples’ Party nominee for the presidency of 
James B. Weaver, the unsuccessful candidate of the Greenback Party in 1880. 
It will be sufficient to quote an editorial the following day from the Washing- 
ton Star, which could be duplicated from many other papers: 

“The nomination of Gen. Weaver by the Peoples’ Party has caused some- 
thing closely approaching a sigh of relief among both Republican and Demo- 
cratic members of the House. Both sides have, it may be said, been looking 
toward Omaha with a good deal of anxiety, and among members of both the 
older parties the confession is freely made today that the nomination at 
Omaha of some very great man, with no past entanglements, would have placed 
an element of doubt in the campaign, which would have greatly complicated 
the situation.” 
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The demands of the Populists would have been made more vivid if one of 
the platforms, such as that adopted at Omaha, had been printed in full. 

In spite of the fact that some 900 Alliance papers were printed, the author 
has relied entirely upon secondary sources, with the exception of two refer- 
ences to the National Economist, a leading Alliance paper. 

There is no index. 

E. L. BoGart 


New York 


The Whitesmiths of Taunton: A History of Reed & Barton 1824-1943. By 
GEORGE SWEET Grp, Stud. in bus. hist. VIII. (Cambridge: Harvard Univ. 
Press. 1943. Pp. xxxiii, 419. $3.75.) 


This is the eighth in the series of Harvard Studies in Business History under 
the editorship of Professor N. S. B. Gras. The author, now Ensign Gibb of 
the United States Naval Reserve, is a native of Taunton with a broad back- 
ground in jewelry and silverware, Most of the documentary source material 
has been deposited in the Baker Library; and the concern codperated further 
by financing both research and publication “in an admirably detached fashion” 
(p. xxix of the Editor’s Introduction). 

Mr. Gibb has confined himself rather closely to Reed and Barton and its 
predecessors; and other concerns and industries play such a small rdle that the 
work is truly a biography of the firm. The author’s predilection for design 
finds expression in a profusion of plates and other illustrations, Handsomely 
printed and bound, the book is evidently not intended for the narrow market 
of traditionalist historians or economists. The writing, which abounds in nicely 
turned phrases, is safeguarded from too heavy a tone; and the employment 
of personal anecdotes, together with certain adjectives and superlatives, re- 
minds the reader of the state, county, and local histories which constitute a 
branch of American literature. 

The course of true history never runs smooth; but Reed and Barton has 
managed to outrun a century with comparatively even success. This firm pos- 
sesses one of the most precious trade marks in a market where such marks are 
particularly valuable. It originated in 1824 as Babbitt and Crossman, then 
became Crossman, West, and Leonard. The Taunton Britannia Manufacturing 
Company, which was formed in 1830 on a joint-stock basis and incorporated 
in 1833, succumbed to the “memorable pressure” of 1834. Early in the follow- 
ing year, the works reopened under the direction of Henry Reed and Charles 
Barton, who formed a new partnership with Gustavus Leonard in February, 
1837. Leonard, Reed, and Barton underwent several changes in ownership 
within a short time; but the Reed and Barton stamp was finally adopted in 
1847. A rival Reed, Barton and Company was incorporated in 1886 under 
the very shadow of the old partnership; the upstart was absorbed six years 
later. Reed and Barton Corporation was formed in 1888 in order to provide 
for partnership interests split by inheritance. In 1902 a New York subsidiary 
corporation was established to cover a retail operation on Fifth Avenue, and 
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not less than six other subsidiaries were formed during the early twentieth 
century ‘‘for the purpose of affording legal protection” (p. 340). 

The five parts of the book correspond roughly to the five personalities 
which have been successively prominent in the administration. Until 1836 
Isaac Babbitt (for whom Babbitt metal is named) supplied most of the 
initiative and emphasis was upon technological development. Henry Reed, 
also a production man, held a paternal sway over the concern for most of 
the century; but George Brabrook became more and more important after 
1860. Brabrook’s talent lay in sales promotion and finance—he very nearly 
ruined Reed and Barton in the 1890’s by silver speculations. William B. H. 
Dowse, a lawyer who married Reed’s daughter, took control away from 
opposition in 1901 and ruled the business until 1923. Management from 
outside Taunton has continued under Sinclair Weeks, a son-in-law of Dowse 
who cut short a Boston banking career the better to administer Reed and 
Barton. 

Mr. Gibb traces the background of white or Britannia metal, the standard 
material of the early days. This alloy, which began to replace pewter during 
the Napoleonic era, contains somewhat less copper and antimony to a given 
amount of tin, Babbitt developed his own formula, and the early Taunton 
craftsmen made improvements in fabricating methods as well as in metal- 
work. As for design, American plants of the 1830’s were content to copy the 
works of Sheffield manufacturers, particularly James Dixon and Sons. From 
then on the Taunton factory adopted progressively more expensive materials 
—a rather uncommon trend. German or nickel silver was employed by 1838, 
silver electroplating began ten years later, and finally sterling silver was 
introduced in 1889. The management thus maintained its position in the 
high-quality field. The author, who correlates this trend with the rise of the 
standard of living, supplies no data on the proportion of sterling, plate, and 
white metal wares now sold. 

Economic historians will note several details which corroborate recent find- 
ings on the part of others. For instance, the market was good in late 1837 and 
in 1838-39. Mr. Gibb ascribes this to a new design (p. 112) but it is also in 
keeping with the boom enjoyed by the West and South at that time. In com- 
mon with the Pennsylvania iron manufacturers, Reed and Barton found it 
necessary to favor cash sales in 1841 and 1842—-years of deep depression 
(p. 158). The concern faced a poor market in 1860-61, from which recovery 
was slow (p. 181). As with 1914-16, it will probably never be possible to 
isolate the war factors from the directly economic factors in operation. In 
the field of industrial combination, it is noted that the Meridan Britannia 
Company was formed as early as 1852 (p. 171). This was an immediately 
successful concern, which not only consolidated several production units but 
carried on jobbing for others as well. Yet Mr. Gibb labels associations formed 
in the 1870’s as “the first hint of group consciousness in the industry” 
(p. 196). In price policy, the keynote has been to keep unit value high and, 
when feasible, to compensate with improvements in quality. The present 
work offers no comprehensive analysis of the historical movement of product- 
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prices but makes occasional references thereto. It appears that a continuous 
price study would be valueless without allowance for changes in trade dis- 
counts (p. 169). The mysteries of pricing different items in the jewelry and 
silverware trades are yet to be fathomed. 

As with many other factories located in smaller New England towns, the 
labor relations of Reed and Barton have been generally peaceful. In the 
early days the management itself worked in the shop. Unemployment was 
taken philosophically, and the employee worked more on the farm. As the 
century wore on, it proved possible to keep an excellent force at a wage 
level somewhat higher than the textile mills but considerably below that 
of other metalworkers (pp. 272-76). Only once has a serious labor dispute 
occurred, over a dictatorial foreman in 1895 (p. 285), and the “open shop” 
still prevails. In January, 1941, and again in April, 1942, unionization was 
proposed by “interests outside the factory” but was rejected by popular vote 
(p. 366). 

Many economists will undoubted!y be disappointed because Mr. Gibb 
approaches topics such as the tariff or competition with a point of view 
common among American business men, and that he has found so much 
that is good in Reed and Barton, Nevertheless, the book deals with a most 
interesting subject and represents a good job in organization, exposition, and 
illustration. 

THomMAsS S. BERRY 

Atlanta Regional Office of Price Administration 


Some Factors in the Development of Market Standards. By EDWARD EUGENE 
GALLAHUE, Stud. in econ. Vol. 9. (Washington: Catholic Univ. of Am. 
Press. 1942, Pp. xiii, 209.) 

This book is a contribution to the philosophy of history. The extent to 
which market standards have been used, says the author, “has varied with 
changes in social philosophy and economic outlook.” He discusses standards 
beginning with thirteenth century England, where they “reflected a moral 
tone which was derived from the dominant characteristics of the mediaeval 
social structure. The just price occupied much of the official thought of the 
time,” and, of necessity, also the just quantity and the just quality. The 
author gives many examples under bread, wine, candles, hats, and so on. 

The idea of the necessity of regulation for the public good continued after 
the formal concept of just price declined, but it began to slip, particularly 
during the eighteenth century. Bakers, for example “were absorbing practical 
lessons in the elasticity of demand and learning about capitalistic competi- 
tion.” With laissez-faire, the growth of standards fell far behind the growth 
of market goods in spite of the fact that science and technology made stand- 
ards easier of determination. Both in England and the United States machine 
industry increased the ease by which adulterations and substitutions could 
take place, and the work of the scientist and technician was often used to 
injure the consumer, Some of the grossest injuries, so far as the United States 
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was concerned, were remedied by the Food and Drugs and the Meat Inspec- pos 
tion acts of 1906, Since then specifications, standardization, and grades have Na 
increased slowly as the general theory of the advantages of a purely individ- hig 


ualistic system has waned. The movement toward market standards is tied up 
with increasing government control in other directions. 
ELIzABETH E. Hoy7 


Iowa State College 


Economic Systems; Post-War Planning 


Postwar Plans of the United Nations. By Lewis L. Lorwin. (New York: 
Twentieth Century Fund. 1943. Pp, xii, 307. $2.50.) 

In this volume Mr. Lorwin endeavors to present a factual and objective 
survey of the plans for post-war reconstruction of the United Nations. The 
book should fill a gap in the literature, at least with regard to the domestic 
plans, in giving a general picture of the way in which the United Nations plan 
to organize their countries after the war. As the author states, his task has been 
to describe and explain, not to judge or evaluate the programs. 

Mr. Lorwin has acquitted himself of this task very well, although he had to 
cope with many difficulties. It is not easy to abstract in one volume official and 
private post-war economic programs of the majority of the United Nations, 


and to place them in proper relation according to the importance of the country the 
and of the particular problems discussed. There is another obvious difficulty. cred 
The book was completed in September, 1943. Since then there have been dom 
various new developments in this field, and it would be necessary to publish deve 
supplements periodically to keep such a work up to date. state 
In spite of all these obstacles the author has succeeded in writing a very prin 
interesting and valuable book. It shows the variety of all economic programs In 
and, moreover, a careful reader can learn through them most of the problems fore 
which are coming up and will confront us after the war. Two general remarks diver 
may be made. The great attention given in all countries to the economic post- reso 
war problems proves perhaps the progress of the social sciences, especially desir 
economics. This has become clear during the war, since the advanced knowl- activ 
edge of economics has been helpful indeed in managing war economies. Fur- Natio 
thermore, there is a trend throughout the world toward organizing national these 
economies better in order to improve the standard of living and to settle many not b 
social problems. The nations have become aware of the importance of a proper sectic 
economic policy, and at the same time of the possibility of achieving general popu 
improvement by proper economic organization. befor 
Of course, though the objectives might be the same, the problems are differ- It 
ent in industrial and agricultural countries, in advanced and in retarded areas, popu. 
count 


and they require different handling. The author deals in detail with the pro 


al Le 

den 

\ 
con 

poll 

cha 
seve 

pan 

fore 

LCN 

‘ ind 

will 

dust 

Gre 

1 

thet 

time 

to t 

Grez 


1944] BOOK REVIEWS 369 


posed programs for the United States, in particular with the proposals of the 
National Resources Planning Board. Problems concerned with maintaining 
high-level employment and extending social security, measures demanded by 
agriculture, and questions of housing and public works are discussed. Special 
attention is given to the attitude toward government control and to post-war 
demobilization. 

Very interesting is the chapter on Great Britain. It shows several differences 
compared with the trend in the United States and even with the British pre-war 
policy. Again questions of housing, social security, the control of the use of land 
and physical reconstruction are discussed. In addition to that, however, the 
changes in the position of Great Britain in the economy of the world raise 
several other questions as, for instance: What should be done with the ex- 
panded agricultural production after the war? In a country so dependent on 
foreign trade, how can full employment be maintained? What should the sys- 
tem of foreign trade be? What should be the réle of the government and of 
industrial self-government? How far should government control go? What 
will be the position of public ownership of mineral resources, and of key in- 
dustries? These questions show how much deeper the effects of the war go in 
Great Britain than in the United States. 

Somewhat similar problems confront all the British dominions. In all of 
them industrial production has been expanded during the war and at the same 
time agricultural production has increased. All of them were closely linked 
to the British market. What will be their future opportunities to export to 
Great Britain, or where will they find new outlets? Canada is becoming one of 
the major economic powers in the world and will emerge from the war as a 
creditor nation. She wishes to have a better balanced economy. Like the other 
dominions, she will try to maintain industries developed during the war and to 
develop them further. Though in New Zealand and Australia the réle of the 
state has been expanded, the emphasis in all British dominions is still on the 
principle of private enterprise. 

In Latin America the war has accentuated the ideas and trends existing be- 
fore the war. Since 1929 there has been a tendency for greater agricultural 
diversification and industrialization in order to develop each country’s national 
resources and to increase its national income. With this, simultaneously, goes a 
desire for social changes. Governments are being called upon to become more 
active in industry and to help in overcoming the “backwardness” of their 
national economies. Systems of codperatives are recommended for most of 
these countries and in some planning agencies are being established. It should 
not be such a difficult task to improve the standard of living (very low in many 
sections) if we consider the enormous resources of Latin America and its total 
population of only one hundred and twenty million, whose combined income 
before the war was less than one-fourth that of the United States. 

t will certainly be much harder to raise the level of living in such densely 
populated and backward areas as India and China. The needs of these two 
countries are similar to a certain extent. Land reform, rural coéperatives, and 
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improved nutrition are recommended for both. The development of industry js 
considered essential. In this field, India has made much more rapid progress, 
and greater emphasis is being placed on future expansion of industry. In both 
countries great possibilities for private enterprise are expected, while the 
government’s rdle in controlling or even owning natural resources and key in. 
dustries is emphasized. 

Comparatively short is the chapter on the post-war program of the Soviet 
Union. 

Obviously Mr. Lorwin faced the greatest difficulties when dealing with oc- 
cupied countries of Europe. He offers a survey of the economic programs of the 
various governments in exile and also of some of the programs of the under- 
ground movements. The author himself realizes that at least some of these pro- 
grams have to be taken with necessary reserve; nevertheless, he thinks that 
they reflect a certain trend of thought. He divides these countries into the 
Western and the Central and Eastern groups. In the West the programs seem 
to be less radical than in the East; but we must take into account that we know 
more of the inside there, whereas the difficulty of obtaining news from the in- 
side in Central and Eastern Europe is, of course, much greater. 

At the end of his study Mr. Lorwin points out that most post-war plans have 
similar social aims; moreover, they agree to a large extent on the economic 
policies they propose. The plans vary most with regard to the rdle of public and 
private enterprise in the post-war economy. In the United States, Great 
Britain, Canada and some countries of Western Europe it is assumed that 
private enterprise will remain the dominant form of economic activity. On the 
other hand in some countries of Central Europe and in Latin America, as well 
as in China, the tendency toward a mixed economy is apparent. 

The author, limiting his study mostly to the domestic plans of the nations, 
did not enter into the problem of how to codrdinate the national policies for 
purposes of international codperation. According to many plans surveyed by 
him, international economic policy is to be adjusted to national plans and not 
vice versa. He sees, rightly, the lack of codrdination of these plans with plans 
for international economic and social organization, and he ends with the fol- 
lowing words: “The capacity of the United Nations to reconcile these conflicts 
in their domestic postwar plans will determine the degree of their success in 
building a better postwar world for all.” 

This reviewer regrets that Mr. Lorwin, though appraising the importance of 
international issues, has limited himself chiefly to domestic problems. Despite 
pointing toward a similar aim, the surveyed proposals clearly show the differ- 
ences in the economic and social structure, in the degree of development, and 
government policy in all these countries. But throughout great emphasis is 
laid on organizing the ample available resources. Economies of plenty and ex- 
pansion are generally required. I wonder whether, at any time, there has been 4 
greater similarity in basic economic and social aims. If their inherent logic is 
followed, it should not be impossible to reconcile the national and international 
aspects. However, it cannot be accomplished when priority is generally given 
to the national demand without qualification and reservation. I wish Mr. 
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Lorwin would write a second volume adding to his survey the judgment and 
evaluation of the programs of the United Nations. 
ANTONIN BascH 
Columbia University 


The Future Economic Policy of the United States. By Wirt1AM ADAMS 
Brown, Jr. (Boston: World Peace Found. 1943. Pp. vi, 101. 50c.) 


Professor Brown believes that the American people, at the end of the war, 
will demand and that their government will promise them a number of things 
that cannot be had at the same time. Thus, in the field of domestic policy, 
they will ask for freedom of enterprise and social security, technological prog- 
ress and the protection of established occupations and investments, relaxation 
of public control and avoidance of business depressions, high wages and full 
employment, sound currency and low interest rates, less taxes and less debt. 
In the field of foreign policy, they will seek national sovereignty and inter- 
national organization to preserve peace, the development of backward coun- 
tries without economic imperialism, stable exchanges without exchange con- 
trols, and increasing international trade with full protection for vested in- 
terests. In the first field, they will insist upon complete freedom to pursue 
policies that are designed to maintain domestic employment; in the second, 
they will desire to participate in a working world economy. 

The conflicting character of our objectives will compel us to compromise. 
In order to get the things that we want more, we shall have to sacrifice the 
things that we want less. In order to realize long-run advantages, we shall 
have to forego short-run advantages, The task of reconciliation will call for 
a high order of economic statesmanship. 

The author finds a principle of reconciliation in the distinction which he 
draws between security for individuals and security for occupations, The 
state should undertake to guarantee the first by providing insurance against 
unemployment, sickness, disability, and old age. It should refuse to guarantee 
the second, denying price supports and subsidies to high-cost producers, forc- 
ing the retirement of inefficient and obsolete capacity, and encouraging busi- 
ness to pass on to the consumer in the form of lower prices the gains resulting 
from enhanced efficiency. It should strengthen the inducements to enter- 
prise through measures designed to reduce the immobility of labor and to 
open opportunity to venture capital. It should seek to stabilize the national 
economy through town, city, and regional planning, through public works, and 
through a compensatory fiscal policy. 

The same principle holds in the field of international affairs. If Americans 
will maintain mobility and flexibility at home, if they will rid themselves 
of their fear of imports, they can participate in a working world economy. 
We should codperate in provision for relief and rehabilitation, in the reduction 
of tariffs, and in the stabilization of currencies. We should take joint action 
with the other powers that adhere to a system of private enterprise to ‘co- 
ordinate the policies employed in combating depression. If we will seek to 
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provide security for individuals rather than occupations, we can combine 
security with flexibility in the domestic economy, domestic stability with 
freedom of trade in the world economy. 

What is American policy likely to be? It is probable, says the author, that 
our people will demand a rapid extension of the social insurances, that they 
will require the state to provide work whenever private enterprise fails to do 
so, that they will accept the temporary continuance of wartime controls and 
reconcile themselves to a great deal of permanent regulation, but that they will 
resent bureaucracy and insist upon the preservation of economic freedom. It js 
probable, too, that they “will, though perhaps unwillingly, accept a number 
of small short-run national sacrifices in order to obtain the long-run advan. 
tages of membership in a working world economy, but will resist and reject 
great sacrifices affecting particular groups or interests if these are demanded 
for the same purpose.” 

Professor Brown finds, in these attitudes, the basis for building in America 
a society that will combine nationalism and internationalism, individualism 
and collectivism, enterprise and security, the social services of venture capital 
and those of government as a stabilizer of economic activity. 

The book is short: it runs to some eighty pages of text. It is inexpensive: 
copies can be obtained in cloth or in paper and are available in quantity for 
a few cents each. It is lucid, persuasive, provocative. It is admirably suited 
for use in connection with the concluding discussions in any course in economics 
from the introductory to the graduate level. Laymen, appalled by the con- 
plexity of contemporary economic problems, are continually asking what 
they should read. This little volume should head the list. 

WILcox 

Swarthmore College 


Federation: The Coming Structure of World Government. By Howarp 0. 
Eaton and others. Preface by Cortez A. M. Ewrnc. (Norman: Univ. of 
Oklahoma Press. 1944. Pp, xii, 234. $3.00.) 

The essays that compose this little book are, as is natural in the circun- 
stances, somewhat unequal and uneven. Some were written especially for the 
volume; some originated with other particular ends in view. Some are com- 
positions of a decidedly amateurish flavor; others are manifestly the work of 
past masters. In general, as a concluding essay of the collection summarizes 
the matter, the contributions fall into four classes. A first group treats his 
torically of federalism as the key to collective security. In a second category 
fall essays that set out federal theory. The third class consists of discussions 
of impediments that stand in the way of the realization of world federation. 
Finally, there are reprinted speeches by Mr. Wallace, Mr. Willkie, and Mr. 
T. V. Soong, which bear the respective titles “The Price of Free World Vic- 
tory,” “Economic Freedom for the World,” and “A View-point from China.” 

The authors of these essays deal, it may be agreed, with the most important 
single subject before men today. At stake is nothing less than the future peace 
of the world. Without world organization mankind is doomed. 
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Emphasis on the importance of world federation is by no means neglected 
in the multitudinous current writings on the subject. This is as it should be. 
Nothing less than constant appeals to all classes of readers is calculated to 
serve as a beginning in the preparation of world opinion. On the other hand, 
enthusiasm for the good cause generally prevents full recognition of the 
formidable obstacles that face realization of any worth-while system of world 
government. In reality, the difficulties are so immense as to appear well-nigh 
insuperable. Discouragement is easy even for the most ardent advocate, if he 
is as frank as he is bold. Nevertheless, as between the alternatives of what is 
certainly impossible and what is apparently hopeless, the choice, while some- 
what grim, leaves no real room for serious doubt. 

The first obstacle to the realization of world federation is the great difficulty 
attendant on the effort to secure agreement on any one of the many plans that 
have been suggested. This may be regarded as a short-term difficulty. Adop- 
tion of a world constitution is a problem for solution in the next few years. 
The concatenation of circumstances on which success will depend may or may 
not occur. Whether conditions are sufficiently propitious during the war is 
exceedingly doubtful. What conditions will be after war it is impossible con- 
fidently to predict. 

If need for agreement on a plan of world federation is a formidable obstacle, 
a long-term difficulty is considerably more serious. Adoption of a plan does 
not in itself mean at all that its operation will inevitably prove successful in 
practice. 

One fact about the two most successful existing federations should never be 
forgotten. It is a fact which needs to be long and carefully pondered. The con- 
tinued existence of successful federation both in the United States and in 
Switzerland was confirmed at the cost of civil war. 

In general, for a federally constituted political community to come into 
existence, the community must be characterized by an organic unity that pre- 
viously characterized each of a number of communities, amalgamation of 
which gives rise to the federal community. The consolidation takes place at an 
indeterminate moment in history. At a given time, several communities indis- 
putably exist. This is the case with the states of the world at the present time. 
At a later time, one community, albeit less highly integrated than a unitary 
state, indubitably exists where the several previously existed. This, it is to be 
hoped, may some day be true of the world community. The history of the 
United States and of Switzerland suggests the likelihood that, at some time 
near the indeterminate moment at which the new organic unity develops into 
an accomplished fact, the forces of diversity and of unity may come into 
conflict. 

If history should repeat itself with respect to world federation, the conflict— 
or civil war—would be a world calamity that mankind could doubtfully survive. 
At the same time, the risk ought to be taken; for the evidence is abundant that 
without world federation the calamity of world war is inevitable. In other 
words, the only hope, however slim, is that mankind, with the development 
of unity, will develop the wisdom necessary to surmount the critical moment, 
when it appears. 
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In this context, finally, the question of regional federations within the world 
federation deserves attention. If federal growth on any scale involves serious 
danger near the indeterminate moment at which organic unity comes into 
existence, then a strong case can be made, it would seem, for running only one 
risk—in other words, for concentrating attention and effort exclusively on 
world federation. This is to argue that regional federations are inconsistent 
with world federation in the sense that regionalism as a “hedge” against un- 
successful world federation may well serve precisely to endanger the success 
of world organization. All this, it should be stressed in passing, assumes that 
the federalism involved is of a general political type. Functional arrangements 
on a supra-national scale are another matter. They are fortunately calculated 
to assist growth of unity, without involving danger of probable conflict. 

The essays here under consideration serve as a useful introduction to 
thinking which must come to grips with the difficult questions that have been 
adumbrated. It is not to be excessively derogatory to say that the essays leave 
much to be said. 

R. K. Goocu 


University of Virginia 


Statistics; Economic Mathematics; Accounting 


Elementary Statistical Methods. By W1Lt1AM ADDISON NEISWANGER, (New 
York: Macmillan. 1943. Pp. xviii, 740. $4.00.) 


The change in what is expected from economic analysis and the ensuing 
trend toward quantitative method that has taken place in front of our eyes 
has received a strong impetus from the war. It is very likely that the post-war 
situation will accentuate this development because of the demand both by 
public and private employers and by the returning student anxious to acquire 
the necessary skills and mental tools useful in a job. The typical undergradu- 
ate college is likely to adjust itself to the new situation and such adjustment 
may affect the teaching of statistics even more than that of other disciplines. 
Already we can find a pronounced tendency to stress method-courses more 
than formerly and to shift them toward the early semesters, That a study of 
the elements of method should precede its application seems only natural. 
In spite of this need the place of statistics has been, and still is in most cur- 
ricula, somewhere at the end of the undergraduate course. 

Should this situation actually change, as there seems to be some hope, the 
problem of the pedagogical approach and with it the question of the textbook 
becomes important. There is no doubt that among the many available texts 
there are several quite excellent ones. Most of them are written to fit the 
traditional college curriculum where statistics is taught as a one or two semes- 
ter course for upperclassmen, This late position in the curriculum determines 
form of presentation as well as subject matter included in the textbook and 
accounts for the wide variety of topics, from simple descriptive methods to 
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the much more sophisticated patterns of statistical inference, presented by 
the typical textbook author. 

The approach made by Dr. Neiswanger in his Elementary Statistical Meth- 
ods is obviously based on the assumption that such method, having become 
almost a part of general education, should be taught to a wide variety of stu- 
dents at as early a stage as possible. It is this pedagogical purpose of the book 
that characterizes it from the point of view of language and style as well as 
from that of the topics included. In this respect it presents an original and 
successful addition to the existing textbook literature. 

The book is divided into seventeen chapters and half a dozen appendices. 
After an introductory location of the place of statistical method in economic 
analysis, the first three chapters discuss the problem of collecting and pre- 
paring the data. The material is arranged in such a way that the student’s 
attention is forcibly drawn to the extremely important principle that a question 
should first be asked precisely before the attempt is made to answer it. This 
principle seems, unfortunatly, not so obvious as one might hope; the author’s 
endeavor to stress again and again the question of the prospective interpret- 
ability of the data before the data are actually collected and digested is a 
feature of the book with which any statistician will heartily agree. Instead 
of following the conventional outline of many textbooks—first, technique of 
collection of data, then their interpretation—this one reverses the order in a 
most fortunate way. This arrangement makes it possible to discuss some 
general aspects of the problem of statistical induction at the very beginning 
of the course instead of having to wait until the technically much more com- 
plicated treatment of statistical inference is reached. 

Another gratifying though unorthodox aspect of the organization of the 
material is the discussion in Chapter IV of probabilities and of elementary 
sampling procedures before even the chapter on measures of central tendency. 
It is most desirable that the student have some notions of stochastical proc- 
esses at the very beginning of his study of statistics. The common practice 
to defer such discussions is one of the reasons why so many students never 
fully grasp the truly statistical implications of averages and measures of dis- 
persion in spite of the fact that most students are usually quite proficient in 
the numerical techniques involved. The analytical distinction of idiographic 
and nomographic methods (to use Chuprov’s terminology) in statistics that 
underlies the outline of the classical treatises in this field, hence the postpone- 
ment of the discussion of probability theory, is justifiable if the purpose of 
the book is only to develop a system of statistical method. The textbook has 
primarily a pedagogical function and suffers if the student who is supposedly 
entirely unfamiliar with the topic has to wait for the logical bases of the 
method he is studying until the very end of the course. 

Unfortunately the chapter in question is the weakest in the book, This 
weakness is due to the fact that the simplification of statistical patterns of 
thought so skillfully accomplished by the author throughout this text has been 
somewhat overdone in the present case. The cause may have been partly an 
effort to keep the book from becoming too bulky. It is of course a matter of 
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subjective judgment where to draw the boundary of what is considered strictly 
necessary. In the eyes of this reviewer it is, however, regrettable that some 
more precise elaboration of the underlying models and the essentials of their 
logical bases could not have been found more space in the book. 

The following chapters give a good description of tabular and graphic 
devices that are applied to time series and frequency distributions. Via such 
a “visual” description of distributions the student is introduced to his first 
set of analytical tools: the averages (Chapter IX) and the measures of dis- 
persion (Chapter X) together with a simple, rather untechnical treatment 
of testing their statistical significance (large samples only). The results are 
again immediately exploited in the next chapter. Beginning with it, the fol- 
lowing 240 pages or about two-thirds of the book are occupied with what is 
usually described as economic statistics in the narrower sense: index numbers 
and time series analysis. These chapters are among the best elementary intro- 
ductions that are known to the reviewer. The style is throughout lucid and 
simple, the development of the statistical model, its application and interpreta- 
tion are closely interwoven, and the illustrations are well chosen and ij- 
luminating, e.g., the pig iron example in the case of trend analysis (p. 517). 

Chapter XII is given to a description of the technique of index numbers 
and Chapter XIII to a well done application to the major U.S. indices. The 
material is brought up to date by a discussion of the effects of wartime 
changes on the interpretability of some of the current index series. Critical 
evaluations at the end of each section should greatly help in making the 
student understand the practical importance and the theoretical implications 
of some of the analytical patterns involved in index number construction. 

Chapter XIII, analysis of time series, discusses the conventional methods 
of trend fitting and includes a short description of the Gompertz and Pear!- 
Reed curves. As previously, not much space is given to the underlying 
stochastical models which might prove disturbing, especially in discussing the 
least squares method. Chapter XIV on seasonals contains a useful and more 
than usually complete discussion of changing seasonals and short-term 
variations. In Chapter XV the author shows the isolation of the cyclical com- 
ponent, adding as case-material a section on the cycle in American business. 
(The relationship between the different components is assumed to be entirely 
multiplicative and other possibilities, such as additive or additive-multiplica- 
tive relationships, are not mentioned.) 

The last two chapters are given to the technique and application of simple 
(linear and nonlinear) correlation analysis. Here the underlying statistical 
assumptions are more fully treated than in previous instances. Some teachers 
may miss the description of rank correlation methods. 

The appendix brings a most useful section, one bashfully omitted by most 
textbook writers, on simple arithmetic and the usual glossaries and tables. 

The style of the book is clear. The material is well arranged with recipe-like 
summaries and short (perhaps too short) bibliographies at the end of the 
individual chapters. 

The goal of the book, as stated by the author in the preface—to deal with 
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“first principles in simple terms” so as “to give the relatively immature 
students an understanding of basic concepts’”—is successfully attained. To 
make them “intelligent consumers of statistical data” (p. ix), however, will 
require additional schooling in the handling and understanding of stochastical 
models beyond the short treatment that is offered here. Both teacher and 
h students will find this a most useful textbook, especially if used in a basic 
course for underclassmen that is to be followed by more thorough and special- 
ized training. 
t J. E. Morton 
Knox College 


S Business Cycles and Fluctuations 


Economic Fluctuations in the United States; A Systematic Analysis of Long- 
Run Trends and Business Cycles, 1866-1914. By Epw1n FrickeEy. Harvard 
econ, stud., vol. 73. (Cambridge: Harvard Univ. Press. 1942. Pp. xxi, 375. 
$5.00.) 

Toward the end of the last century when physicists had learned to produce 
in their laboratories the spectra of a great many elements of matter, and ac- 
curately to measure the wavelengths of the spectral lines, a large amount of 
observational data was accumulated. It was sensed that this material held the 
clue to the structure of the atom and the processes by which it emits radiation. 
But apart from this feeling, there was not much in the way of theoretical in- 
sight to go by in unraveling the complex mass of data. Physicists therefore 
turned to analyzing the numerical material by itself, subjecting the figures to 
all kinds of manipulations, in much the same way as one would go about try- 
ing to break a secret code. 

In 1885, a Swiss physicist found the “clue” to one particular series of lines 
in the hydrogen spectrum. He devised an empirical formula which connects the 
reciprocals of the wave lengths of these lines with differences between the 
reciprocals of the squares of integral numbers. A feverish activity then set in 
to “read” other series and other spectra, and similar relations, or more com- 
plicated formulas, were gradually found to govern a good deal of the accumu- 
lated material. 

, Professor H. A. Kramers, eminent physicist whom the reviewer has had the 

l privilege to regard as his teacher, used to refer to that activity as “spectral 

zoology,” expressing thereby the theorist’s impatience with a purely empirical 

approach to the study of light emission. While it was highly interesting and 
no doubt equally necessary to have knowledge of all these relations, nobody 
did understand what brought them about. 

In 1913 Niels Bohr formulated the liberating thought when he put forward 

the hypothesis that has since become known as the quantum theory of light 

emission, This hypothesis assigns only certain discrete values to the energy of 
the atom, and connects each spectral line with the transition of the atom from 
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one energy level to another. This thought turned the accumulated data into 
powerful means of analyzing the structure of the atom. 

It is always hazardous to draw an analogy between developments in two 
different sciences. There is, however, a striking correspondence between de- 
velopments in the study of business cycles and the particular phase in spectral 
physics described above. A great amount of statistical information on economic 
fluctuations has become available. A good deal of the work done with this 
material could be characterized, a little maliciously, as “cycle zoology,” or, 
more respectfully, as “empirical work.” Professor Frickey’s scholarly work 
represents the extreme empirical point of view with unsurpassed consistency 
and conviction. On page 50 the following declaration of principles can be 
found: 


If then we are to proceed by the genetic method, ab initio, we must set aside 
all prejudices, all preconceptions. Our goal must be so to perform the analysis 
that in the end the results shall portray only relationships inherent in the 
original data. But even more than this is required: we must aim at producing 
complete conviction that the relationships are thus inherent. We must, so to 
speak, not only go along with the translators of the Revised Version and ab- 
stain from every form of evil, but also follow the injunction of the Authorized 
Version to abstain from all appearance of evil. Ground must not be left for the 
suspicion that our results even might have been in whole or in part created by 
some twist or turn of the methodology, by some adjustment or manipulation 
involved in the procedure. 


The eschewance of conscious preconceptions and the fear of unconscious ones 
permeate the book, and appear again explicitly, in one form or another, on 
pages 66, 68, 91, 129, 171, 210, 230, 274, 312. 

It is true that on pages 54-58, where Professor Frickey discusses a broad 
general program of attack on the problem of economic fluctuations, he con- 
ceives of the present volume as exemplifying only the first, statistical, stage of 
the investigation. As the second stage he considers “the interpretation of the 
results obtained in these preliminary statistical surveys . . . in the light of 
economic theory and economic history” (p. 55). The third and final stage is 
viewed as the presentation of “a systematic and connected composite array of 
statistical results accompanied, correspondingly, by a systematic and connected 
theoretical and historical interpretation” (p. 57). But it is evident from the 
volume at hand that the author does not permit any considerations appropriate 
to the second or third stage of the inquiry to influence his procedure in the first 
stage. Consequently the book is full of interesting and highly suggestive facts 
that cry out for theoretical appraisal. 

The quotations given above are from Part One, which deals with the nature 
of the problem and the methods by which it is approached. Part Two is con- 
cerned with the search for patterns of fluctuation in available economic time 
series relating to the United States in the period 1866-1914. The first group of 
chapters in this part describes an analysis applied to “thirteen importan* 
economic series.” These series have been selected on the basis of “fundamental 
importance, continuity, and homogeneity.” They cover such fields as bond and 


380 THE AMERICAN ECONOMIC REVIEW [ JUNE 


components” of the series involved in the analysis of Part Two. An important 


stand 


there 
share 
and ( 
some 
be pr 
them 

Sin 
ductic 


1944] 


applic 


1944 
stock 

price 

porté 
phen 

analy 

loses 
the si 

rows 

It 

nearl 

the s 

link 
annu: 
secul: 

in de 

their 
Th 

notec 
two qd 

of li 

grap 

of su 

by di 

three 
thirte 

Th 

justif 
steps. 

data 
perio 
cient 

accor 

prod 

stand 

empl 

In 

basis 

| 


E 


t 


1944] BOOK REVIEWS 379 


stock prices, bank loans and commercial paper rates, clearings, commodity 
prices, foreign trade and immigration. The criterion of “fundamental im- 
portance” is the only one of the three tests that has a relation to the economic 
phenomenon measured by the series. Once a series has been admitted to the 
analysis on the basis of this and the other two more technical criteria, the series 
loses its economic individuality and becomes just a row of figures, receiving 
the same weight in all calculations that is accorded to each of the other twelve 
rows of figures admitted to the group. 

It is shown that the amplitude of fluctuation in each of these series is more 
nearly constant in time if measured in relation to the average level attained by 
the series than if taken absolutely. This provides justification for computing 
link relatives for each series (quarterly, after elimination of seasonal, and also 
annually, etc.). Differences between series, in amplitude of fluctuation and in 
secular rate of growth, are then overcome by taking each series of link relatives 
in deviations from its average and dividing these deviations by a measure of 
their dispersion. 

The reduced series of link relatives so obtained are then plotted and it is 
noted that, with appropriate adjustments for time lags varying from zero to 
two quarters, a high degree of correspondence exists between the thirteen series 
of link relatives, indicative of a common pattern of fluctuation. The thirteen 
graphs are then superposed after adjustment for time lags, and for each pair 
of successive quarters the average of seven link relatives is computed, obtained 
by discarding from the set of all thirteen link relatives the three highest and 
three lowest values. These averages are considered the link relatives of a 
standard pattern representing the basic common pattern of movement of the 
thirteen series. 

This short summary does not adequately reflect the great pains taken to 
justify each step in the procedure by the results obtained from the preceding 
steps. The same analysis is repeated with link relatives for annual data, for 
data relating to 2-year periods, 3-year periods, 6-year periods, and 9-year 
periods. Here, as elsewhere, fewer statistical operations would have been suffi- 
cient to establish the valuable conclusions, (1) that in the set of thirteen series 
there is statistical evidence of one and only one common pattern of fluctuation 
shared by several series (and this pattern is shared more or less by all series) ; 
and (2) that the longer the time periods which are considered, the more clearly 
some force or complex of forces of a comparatively long-run sort is found to 
be present which gradually destroys the cohesiveness of the series and drives 
them away from each other. 

Similar analyses are then performed with quarterly and annual data on pro- 
duction, employment and commodity prices. Production data are grouped 
according to broad economically meaningful classes. Apart from agricultural 
production, which largely follows an independent pattern of movement, the 
standard pattern derived from the thirteen series is found again in production, 
employment and price series. 

In Part Three the results of Part Two are used as a logical and statistical 
basis on which to construct a method of separating “trends” from “cyclical 
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components” of the series involved in the analysis of Part Two. An important applic 
innovation in decomposition technique is here introduced. Trends are no longer hypotl 
determined individually for each series on the basis of that series only. Advan- In ¢ 
tage is taken of the high degree of correlation between almost all series involved, portan 
by determining trends for all series at the same time, through a process of suc- tion. T 
cessive approximations which makes the finally remaining cyclical components series. 
exhibit that correlation more purely and more closely than the original series, subind 
In Professor Frickey’s reasoning this method is based exclusively on the sta- clusior 
tistical evidence of high correlation between the short-term fluctuations of al] in proc 
series involved. But this method can be more solidly founded, and refined and 
adapted to other situations, if the fact that many of the high correlations in Arli 
question are an expression of persistent economic laws of behavior is remem- 
bered and made use of. Such further foundation will be especially desirable in 
applications to other periods, like that between the two world wars, in which come | 
there were not such pronouncedly high single correlations between the fluc- . 
tuations of any two important economic time series. 2 
A word may be said on the statistical techniques employed, among which . 
link relatives are a most important instrument. It has been pointed out by The 
Bartlett and others that, in the estimation of measures of dispersion or corre- the At 
lation from independent observations, a certain loss of information is involved praisa 
in the use of successive differences or link relatives instead of the original ob- needs 
servations. Economic statisticians have frequently disregarded that criticism om. 
and continue to use link relatives, probably because of their advantages in the will as 
presence of somewhat irregular trends, and perhaps also because the assump- liant. 
tion of independence does not generally apply to economic time series. How- thoug! 
ever that may be, Professor Frickey does not meet or even discuss the point. should 
In fact he nowhere employs the more refined reasoning and estimation pro- teache 
cedures of modern statistical theory. Here again Professor Frickey is con- ucities 
sistent. Modern mathematical statistics has particularly developed two types =e PX 
of problems, that of statistical testing of hypotheses, and that of the estima- in tech 
tion of parameters on the basis of certain hypotheses regarding the data em- are th 
ployed. Both types of problems occur in the analysis of economic fluctuations; to the 
but both require at least the formulation of hypotheses regarding the genera- In ¢ 
tion of economic data—a course which Professor Frickey has not been pre- ~eeres 
pared to take. lod, 
Truly the parallel between two sciences with which this review was opened anne 
is rather unfair to economic theorists. We are not nearly so much in the dark MOCUT 
about the causation of economic fluctuations as physicists were at that time in little ¢ 
the dark about the processes of light emission. There is no need to wait for the shoul¢ 
emergence of an economic genius of the stature that Niels Bohr has in physics. Chase 
Much of the dynamic economic theory required is already available in the marke 
writings of contemporary economists, several of whom are quoted by Pro- the gr 
fessor Frickey (p. 55). The value of “statistical” work can be greatly en- oe 
hanced by employing this theory right from the beginning, in devising the ag 


statistical procedures used as well as in interpreting the results. In this respect, 


Professor Frickey denies himself all the strength, refinement, and specific ics"— 
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applicability to the guidance of policy that the use of plausible economic 
hypotheses could have added to his results. 

In conclusion it should be mentioned that Professor Frickey makes im- 
portant additions to the available statistical material for the period in ques- 
tion. There is an extensive analysis of seasonal movements of many economic 
series. A new index is presented for industrial and commercial production, with 
subindices for manufacture and for transportation and communication. Con- 
clusions are drawn regarding the rates of growth and of retardation of growth 
in production. A new index of manufacturing employment is also constructed. 

TJALLING KoopMANS 

Arlington, Va. 


Goals for America; A Budget of Our Needs and Resources. Where Is the 
Money Coming From? Problems of Postwar Finance. By StuART CHASE. 
Guide Lines to America’s Future. Nos. 2 and 3. (New York: Twentieth 
Century Fund, 1942; 1944. Pp. viii, 134; ix, 179. $1.00 each.) 

These are the second and third in a series of five reports by Mr. Chase on 
the American economy after the war. The first volume having given an ap- 
praisal of the period between the two wars, the second surveys the post-war 
needs of the American consumer and the adequacy of our resources to meet 
them. In the third volume, Mr, Chase concerns himself with measures which 
will assure their full utilization. As usual, his writing is dramatic, often bril- 
liant. It is addressed to the interested citizen, not the economist. While the 
thoughts presented are a popular condensation of familiar patterns, the series 
should be of concern to the professional economist and particularly to the 
teacher of economics. Mr. Chase, frankly, is not interested in teaching elas- 
ticities of substitution or formulas for the multiplier. He is interested in rally- 
ing public support behind economic policies, the justification for which may, 
in technical terms, be found in numerous other places. What counts, therefore, 
are the broad contours of his story and the general diagnosis which he presents 
to the average reader. 

In Goals for America, Mr. Chase shows that our resources are ample to 
assure everybody a respectable minimum standard, covering such items as 
food, housing, clothing, health and education. The resources are adequate, 
moreover, to leave plenty of leeway for the production of semi-luxuries and 
luxuries. Considering the war record of American production, there should be 
little doubt about this. Everybody willing to assume his social responsibility 
should be assured the minimum standard. This is a “must” objective and Mr. 
Chase does not care how these necessities are supplied, whether through the 
market economy or otherwise. “Competition,” as he puts it, “is moved above 
the ground floor.” Those successful in the competitive game will retain the 
chance to rise above the minimum level, but those less fortunate will be assured 
that they cannot fall below it. Production and distribution adequate to meet 
the minimum requirement is considered a mere matter of “physical econom- 
ics”—not subject to qualification of “economic theology.” Given a high level 
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of employment and an extended social security system, the minimum standard J voters 
will be assured. tras. 1 
In Where’s the Money Coming From, the problems of finance are considered, J the ce! 
Money is the nerve center of our economy. If economic activity is to be main. end of 
tained at a high level, the “money circuit” must be closed. If money, or much 
“numbers” as Mr. Chase puts it, does not turn over, the trouble begins. But might 
having the capacity for huge production, shall we let the mere failure of “num. HF in eco! 
bers” to turn over interfere with full utilization of our capacity? Of course not. of inte 
since money is a mere instrument of economic life and subject to social control, Thom: 
It is the responsibility of government to see to it that the money stream js The 
maintained, either through deficit spending or through appropriate tax policies, tain tl 
This, to be sure, may entail a considerable increase in the public debt, but focuse 
within limits and with certain safeguards, the debt is nothing to worry about. econor 
If we manage our economy intelligently, the standard of living will be raised approe 
so much that in, say, 50 years economic problems will have been delegated to least, 
a minor réle. affecte 
There are numerous points in Mr. Chase’s presentation which require cor- these | 
rection—such as the use of the term inflationary (Where’s the Money Coming of priv 
From, p. 147), the mistaken contention that Great Britain has an extensive are ar 
program of compulsory savings (Where’s the Money Coming From, p. 86), taxatic 
the treatment of certain aspects of the debt problem, and so forth—but for proach 
books of this type, technical points are of minor importance, compared to their presen 
broader pattern. A few general comments will be more profitable. thoug] 
Quite legitimately, Mr. Chase is concerned with pleading a case. The case main | 
being a difficult one, he is confronted with the task of simplifying it sufficient- other 
ly, of making it understandable to the general reader. The result is a persuasive structt 
statement of what I believe to be an essentially correct approach; but by car- parent 
rying the process of oversimplification to its utter limit, serious shortcomings compe 
arise. A few examples will illustrate the point. (Whe 
Behind the argument stands an unlimited faith in material progress. De- matter 
mocracy requires “that everybody should be given a break” and be assured a Aga 
minimum standard. Economic progress has made it possible to reach this goal. tives ¢ 
“What Christian ethics, for all the devotion of its advocates, was never able the se 
to do, technology is now doing” (Goals for America, p. 126). If economic prog- cies 
ress continues, Milo Perkins is quoted, “then so far as our physical needs are will as 
considered, life can become a journey and be enjoyed rather than a battle to be stance 
fought” (Goals for America, p. 126). Similarly, according to Lord Keynes, “a proacl 
century hence, there will be no economic problem, even as there is today n0 menta 
problem of enough air to breathe.” Chase, not to be outdone by Keynes, is may < 
willing to “knock 50 years from this estimate” (Goals for America, p. 179). difficu 
This philosophy, I fear, badly misinterprets the nature of social and eco- over b 
nomic conflict. Material progress, no one would doubt, is desirable in itself. of pol 
Also it is evident that to survive, democratic government must find some means nomic 
to assure a stable and reasonably high level of income. But this is not to con simple 


clude that if the social product could only be raised by a few more billions, 


social conflict would disappear and presidential candidates would appeal to Wa 
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voters on the basis of preferences for chamber music versus symphony orches- 
tras. There is, after all, a rather impressive record of social conflict through 
the centuries, quite independent of the fact that today even those at the lower 
end of the income scale enjoy a standard of living which in many respects is 
much above the “minimum” which, say, a Stuart Chase of the Roman days 
might have advocated, The assumption that all people are equally interested 
in economic progress (what progress?) provides a new version of the harmony 
of interest theory which has hardly more claim to general validity than that of 
Thomas Aquinas or Adam Smith. 

The emphasis on the money circuit—based on the obvious fact that to main- 
tain the level of income, dollar outgo must equal dollar inflow—correctly 
focuses attention on the disposal of income as a crucial link in the chain of 
economic events. But by placing exclusive reliance on the “money circuit” 
approach, some issues are interpreted as monetary problems when, in part at 
least, they are of an altogether different order, Thus spending decisions are 
affected by price-costs relationships, anticipations and so forth. By neglecting 
these factors upon which the rate of spending depends and by taking the level 
of private spending as given, compensatory government spending and taxation 
are arrived at as the only logical solution to the difficulty. With respect to 
taxation in particular, Mr. Chase shows no awareness of the limits of his ap- 
proach. The extremely simplified version of the Keynes-Hansen view which he 
presents thus leaves the general reader with a rather distorted picture, al- 
though—and for the same reason—it succeeds forcefully in driving home the 
main point. The trouble is that this is accomplished at the cost of neglecting 
other factors, as for instance the significance of competitive and industrial 
structures, which have no place in the scheme and which are mentioned 
parenthetically only. Thus the assertion that “implicit in any plan for a 
compensatory economy is the widest practical area for free competition” 
(Where’s the Money Coming From, p. 164) is made out of context and as a 
matter of afterthought. 

Again, the picture is oversimplified because Mr. Chase examines his objec- 
tives of minimum standards and full employment with little or no attention to 
the secondary effects—economic, social and political—which alternative poli- 
cies might produce. Appropriate policies can undoubtedly be devised which 
will assure that full employment is maintained—in a planned economy, for in- 
stance, the maintenance of employment is the least worry—but different ap- 
proaches will have different secondary effects and will require different supple- 
mentary measures. To illustrate: Large-scale public borrowing from banks 
may create serious potential difficulties under some conditions, while such 
difficulties might disappear once certain additional measures, such as control 
over bank assets or extensive rationing, were introduced. The very complexity 
of policy issues arises because of this close interdependence of numerous eco- 
nomic and social factors. To neglect it is to make the problem appear all too 
simple and the stakes involved all too small. 


RicHARD A. MUSGRAVE 
Washington D.C. 
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Present Savings and Postwar Markets. By SUMNER H. SLICHTER. (New York: 
McGraw-Hill. 1943. Pp. iv, 73. $1.00.) 

In this little volume Professor Slichter has attempted to estimate the volume 
of individual savings and corporate liquid assets that will be accumulated jp 
the course of the war and to judge the possible inflationary threat which these 
funds will constitute in the transition and post-war periods. At the outset he 
denies any special ability to foresee the future and states as his objective the 
only reasonable one in economic forecasting, that of constructing a frame of 
reference for one’s thinking by making a series of assumptions and following 
in quantitative terms the implications of these assumptions. The usefulness of 
such a model lies in the fact that it enables one to check his assumptions as 
events permit and, hence, to refine his judgment concerning the forces shaping 
the current and future economic situation. 

While Professor Slichter’s work is very suggestive and penetrating in many 
of its details, it is rather disappointing as a whole. Primarily this is because the 
conceptual framework behind the quantitative models presented is neither 
well-knit nor adequate. Furthermore, the handling of some of the statistics is 
superficial. 

In arriving at his estimates of the volume of individual savings and of liquid 
assets of nonfinancial corporations during the rest of the war, the author con- 
siders these two magnitudes independently. In the case of individual savings 
he proceeds via the volume of income payments by means of assumptions as to 
the length of the war in Europe and in Asia, the volume and character of war 
expenditures, the volume of employment, and the change in the distribution of 
the labor force between war and nonwar industries. He assumes that the war in 
Europe ends by the the end of 1944 and that the war in Asia continues a year 
or two thereafter. He further assumes that the ending of the war in Europe 
will permit some decline in the volume of war expenditures, in the labor force 
and employment and in the length of the work week in nonwar industries. In 
following through the implications of these assumptions for the volume of in- 
come payments he develops three models, the differences between them de- 
pending upon whether the control of prices and wages is “perfect,” “good,” or 
“fair.”” Having thus obtained the volume of income payments, he then subtracts 
assumed levels of consumer expenditures and taxes, also worked out for each 
of the three assumptions as to price and wage control, to arrive at various 
residual estimates of individual savings. 

In the case of the accumulation of liquid assets by nonfinancial corporations, 
the estimates for future years are made to depend upon changes from 1943 in 
profits, inventories, expenditures for plant and equipment, and prepayments on 
government contracts. Corporate profits are assumed to remain the same as in 
1943 “except that two-ninths of the gains from increased efficiency are assumed 
to raise profits”; inventories decline at a diminished rate in 1944 and remain 
constant thereafter; while expenditures on plant and equipment are allowed to 
increase considerably after the defeat of Germany. Some minor changes are 
calculated in the results depending upon the degree of price and wage control 
but only the expenditures upon plant and equipment are significantly affected 
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by the adjustment for price changes. The conceptual apparatus used for 
estimating corporate liquid assets is thus much less complex than that used in 
estimating individual savings. 

Against this procedure two fairly serious criticisms must be leveled. The 
first is that it is not based upon a model of the economy as a whole with all 
parts interrelated and mutually determined. The influences which are pre- 
sumed to determine changes in individuals’ savings are separate from the in- 
fluences determining changes in corporate liquid assets, and the estimates are 
worked out without possible interrelations being taken into account. For ex- 
ample, a decline in war expenditures may have a pronounced effect upon the 
level of wage payments but no effect upon profits. Again, the degree of price 
control has a fairly significant effect upon both consumer expenditures and ex- 
penditures for plant and equipment but these changes in business sales appear 
to affect profits by only a negligible amount, and that through the amount of 
added profits gained from increased efficiency. 

The second defect of the procedure is that it neglects, in a conceptual sense 
at least, the major determinant of individual savings and corporate liquid 
assets in this period, namely, the government deficit. It is true that assumed 
changes in the level of war expenditures and in personal taxes does bring the 
deficit into Professor Slichter’s estimates indirectly, but I do not believe that 
the phrase “government deficit” is used once in the entire book. As a result the 
conceptual scheme is much more complex than need be and the real forces at 
work are not brought to the attention of the reader. 

This is not without importance for some of the conclusions reached. For ex- 
ample, it is concluded that the degree of price and wage control will have little 
effect upon the volume of individual savings. In fact, the total of individual 
savings and liquid assets of nonfinancial corporations is calculated to be less 
with “fair” price control than with “perfect” price control. This curious con- 
clusion merely follows from the fact that the probable effect of more or less 
inflation upon government expenditures, and hence on the deficit, has been 
neglected. 

In order to weigh the inflationary potential of the vast wartime accumula- 
tion of funds Professor Slichter has hit upon the novel device of allocating ac- 
cumulated funds into “hot,” “warm,” and “cold” categories, the degree of 
heat indicating the quickness with which the funds will be spent. In the case 
of individuals this is done by type of asset while for corporations it is done 
by class and urgency of expenditure. As the author recognizes, the whole pro- 
cedure is highly conjectural, but withal the most interesting part of the book. 
He concludes that wartime accumulations will be large enough to insure pros- 
perity for a few years after the war, though he is less afraid of post-war 
inflation than those who generally concentrate their attention upon the ac- 
cumulation of liquid assets. He does not attempt to calculate the consumption 
function that might be expected after the war or to compare savings at full 
employment with possible offsetting investment. 

Because of a few errors of interpretation the quantitative results in the book 
must be approached warily. Most important is Professor Slichter’s decision 
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to reduce the SEC’s estimate of individuals’ savings of cash by the amount of 
the differences between the Commission’s estimate of total savings and that of 
the Department of Commerce, under the impression that the difference is dye 
to error in the former. As this difference for 1942 amounted to 4.4 billion dol. 
lars and as he accepts the available estimate of increase in total cash, his de. 
cision has the effect of raising the estimates of corporate cash accumulations 
by 4.4 billion dollars. 

The trouble with this procedure is that the SEC and Commerce estimates 
are not conceptually identical so that one cannot attribute the difference be. 
tween them to error, let alone arbitrarily decide upon which type of asset to 
allocate the error. The most obvious difference is that the SEC savings estimate 
includes government insurance funds while the Commerce estimate does not so 
that 2.4 billion dollars of the difference between the two estimates in 1942 can 
be eliminated by this one item alone. When one considers that the SEC current 
annual estimate of the change in corporate cash is based upon reports covering 
more than half of total corporate cash, it must be realized that an error of 4.4 
billion dollars is unlikely. 

The figure for the change in inventories that is used is one adjusted for 
revaluation due to price changes; for a sources and uses of funds statement, 
which is the author’s objective, the book value of inventory change should be 
used unless profits are similarly adjusted for inventory revaluation. Moreover, 
no account is taken in the estimate of corporate liquid assets in 1943 of the 
increase in government receivables on the books of business which must have 
accompanied an increase in war expenditures such as occurred from 1942 to 
1943. The consequences of such loose handling of the statistical data are 
serious. The increase of liquid assets of nonfinancial corporations for 1943 is 
put at 20.2 billion dollars; I believe that the available data would suggest a 
figure of around 11 billion dollars. Of course, Professor Slichter made his 
estimate early in 1943 so that some forecasting error must be allowed for. 

Despite these shortcomings the book is very stimulating and a worthy effort 
in a difficult and unexplored field. In particular, the author’s sense of realism 
and balanced judgment in the discussion of both assumptions and conclusions 
will be helpful to other investigators of post-war problems. 

MILTON GILBERT 

Bureau of Foreign and Domestic Commerce 


Money and Banking; Short-Term Credit 


Belgian Banking and Banking Theory. By B. S, CHLEPNER (Washington: 
Brookings Inst. 1943. Pp. x, 224, $2.50.) 

In his introduction the author of this book sets forth a twofold purpose: 
to describe the evolution of the commercial and investment banking system 
of Belgium, and to review the theory of credit and banking in the light of 
Belgian experience. 
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The first purpose has been most successfully accomplished, and the results 
should be of considerable interest to the American student of money and 
banking. The Belgian banking system, while similar to the American in func- 
tion and purpose, has been very different in organization and structure. 
Throughout the late nineteenth century and until 1914, the chief differentiat- 
ing characteristics of Belgian banking were: (1) the complete absence of 
state regulation of the banks; (2) a national bank of issue, operating on nar- 
row “classical” lines; (3) a “mixed banking” system combining commercial 
and investment banking functions in a single institution; (4) the presence of 
both branch and group banking, accompanied by a significant degree of con- 
centration of banking power. 

In addition, the Belgian banking system operated in an environment much 
different from the American in another major respect: in Belgium international 
economic considerations have been very important and after World War I 
Belgian banking policy was dominated by the international instability of the 
times, 

The most significant changes in Belgian banking have taken place in the 
last two decades. From 1919 to 1929 there was a period of inflation in 
Belgium. During this period branch banking and bank consolidation were 
carried to extreme lengths. Also the banks participated in a very large finan- 
cial expansion, which increased their control over Belgian industry, but left 
them with portfolios bulging with issues of dubious soundness. In this period, 
the banks exerted an important influence over national monetary policy. To 
the bankers must go the major responsibility for the undervaluation of the 
Belgian franc in the stabilization of 1926. The dominant position of a few large 
banks also resulted, during the twenties, in the development of rival banks 
intended to represent the interests of such economic and political groups as or- 
ganized labor and agriculture. These so-called “political” banks were the first to 
experience difficulties after 1930. 

The devaluation of the pound sterling in 1931 greatly increased the 
deflationary pressure in Belgium, and by 1934 the entire banking system was 
in danger of collapse. The international situation was the major source of 
danger to the banks, but at the same time the overexpansion of the twenties 
had placed them in a vulnerable position, By 1934 it was apparent that de- 
valuation was inevitable. However, there was strong political opposition to 
such a move and devaluation was delayed. As the deflation continued criticism 
of banks and bankers multiplied. When the devaluation finally came in 1935 
it was linked up with the banking crisis; and banking reform became a major 
part of the economic program of the new government. 

The reforms adopted in 1935 include the regulation and supervision of the 
banking system by a national Banking Commission, the abolition of mixed 
banking, the extension of the activities of the central bank into the field of 
credit control, and the creation of a number of semi-public credit institutions. 
As a part of its regulatory powers the Banking Commission requires complete 
and detailed monthly statements of position from all banks. Provision is also 
made for a system of “supervisors.” Every bank has a supervisor who provides 
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a constant liaison between it and the Commission, thus bringing the genera] 
policy of the bank under the frequent scrutiny of the Commission. The Bank- 
ing Commission has emphasized the importance of adequate primary and 
secondary reserves, but it has not made use of its power to establish com- 
pulsory reserve ratios. The new system of banking control was still in the 
process of development at the time of the invasion, 
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The second part of the book, “Banking Theory in the Light of Belgian oa 
Experience,” is somewhat disappointing. Two brief chapters deal with the Th 
role of credit creation in facilitating economic expansion and with the liquidity call t 
and shiftability theories of bank reserves. These are followed by a chapter on ninet! 
the lessons of Belgian banking history. to th 

One point in these chapters merits discussion. The author asserts that “the priva 
chief aim of the Belgian banking legislation of 1935 was to introduce a price 
system of liquid commercial banking.” He criticizes this policy on the grounds econc 
that liquidity is an illusion and that sound banking depends on shiftability as a 
rather than on liquidity. It seems to the reviewer that both of these positions whol 
are open to question. A careful reading of the legislation of 1935 and of state 
the reports of the Banking Commission points to the conclusion that the chief the n 
aim of the Belgian reforms was to achieve stability and responsibility in the took 
banking system, and that regulation was imposed in order to secure these 
ends. It is possible that in the disturbed period from 1935 to 1940 there was U 
a tendency to emphasize liquidity. Even so the theories of liquidity and 
shiftability are not mutually exclusive; and there is a solid core of truth in 
the thesis that a banking system is more stable and more able to meet ad- The 
versity if the individual banks have a reasonable degree of self liquidity. 

In his final chapter the author discusses problems of banking policy. He 
comments on the growing recognition of the extent to which the private M 
decisions of individual bankers affect the entire economy, and he recognizes econ 
the current trend toward more extensive governmental regulation and con- for a 
trol. Strangely enough he does not apply these generalizations to the Belgian espet 
experience. Nevertheless, a study of Belgian banking history clearly shows that it me 
the unregulated, commercial-investment banks have exerted a strong influence the « 
over industry and business, and frequently over national economic policy. exist 
With this in mind one has only to look at the nature and scope of the “re gain 
forms” listed above to realize that they must have been intended to shift the some 
control of banking policy from the hands of private individuals to those of the Elm 
state. Had 

The author’s final evaluation of present-day banking policy is rather sur- in p 
prising. He points out that in the nineteenth century the aims of central bank he w 


banl 
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policy were simple—to maintain the exchanges and the gold reserve by means 
of the rediscount rate. Now, however, the aims are more complex—‘“stabiliza- 
tion of the general level of prices, stabilization of the prices of the factors o! 


production, stabilization of incomes, neutral money, etc.” Such aims he finds W 
“too debatable” and “too vague” to provide a basis for banking policy. Thus the 
he comes to the conclusion that banking policy today is pragmatic and sim] 
opportunistic rather than guided by principle. Consequently, “In the last hen; 
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analysis the problem of banking policy is a problem of men and of public 
opinion.” 

It is true of course that psychological factors do affect economic decisions. 
It does not follow that the presence of such psychological factors precludes 
any reliance upon principle. It seems very unlikely that central bank authori- 
ties are today making policy decisions without any reference to long-run aims 
or to principles of central bank operation. 

There is, however, a plausible explanation of what the author chooses to 
call the “complexity” of contemporary banking policy. The criteria of the 
nineteenth century were simple in the sense that they could be applied 
to the system by individuals whose decisions were motivated mainly by 
private considerations. The contemporary criteria of stabilization of the 
price level, etc., are criteria which have meaning only with reference to the 
economic system as a whole. Such criteria are indeed “‘too complex” to serve 
as a guide to policy for individuals who are unable to see the system as a 
whole. When such aims of banking policy develop it is inevitable that the 
state should eventually take over the decision-making power in order that 
the new aims may be achieved. This, in the opinion of the reviewer, is what 
took place in Belgium in 1935. 

Morris E. GARNSEY 

University of Colorado 


The Theory and Practice of Central Banking, 1797-1913. By E. Victor Mor- 
cAN, Cambridge stud. in econ. hist. (Cambridge: Univ. Press. 1943. Pp. 
xiv, 252. $3.50.) 

Mr. Morgan’s orientation of Bank of England policies with respect to major 
economic developments and contemporary theories is well written and, except 
for a few badly constructed tables, is straightforward. Although it will appeal 
especially to those who do not wish to think too hard about central banking, 
it merits a reading by specialists in the field who do. The title is broader than 
the content since the Bank of England was neither the only central bank in 
existence nor the first to “solve” all central banking problems. One does not 
gain the conviction that the author has lived with the material or reconciled 
some of the fundamental conflicts as consistently as, say, Jacob Viner or 
Elmer Wood, whose works receive little if any attention from Mr. Morgan. 
Had he wrestled with the fundamental, theoretical significance of the changes 
in procedure—the “administrative details” that he describes—it seems to me 
he would have placed less emphasis on the mere quantitative differences between 
bank rate and market rate and would have been less pessimistic with respect to 
the adequacy of the powers of the Bank to enforce its terms upon the market 
after the seventies. 

We still have a lot to learn about the international monetary standard of 
the nineteenth century. Mr, Morgan shows again that it was not nearly so 
simple and automatic as once was taught. We could utilize profitably a compre- 
hension of the functioning of that standard in constructing an appropriate 
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monetary system for the post-war world. One gains the conviction from Mr. St 
Morgan’s book that central bankers could have learned more from history crea: 
than they did. Error, once exposed, is not necessarily dead but may be reincar. creas 
nated in the guise of new phrases. For example, there is real identity of thought rise. 
beneath the Harman policy of “meeting the legitimate needs of trade’~ as a 
followed by the Bank of England between 1795 and 1825—and the discount to s¢ 
provisions of the original Federal Reserve act, which were based on the sup. two 
position that properly drawn and administered eligibility rules would produce for t 
wise policy. Both were based on the same fundamental error: “the neglect port: 
of the connection between price and demand.” As Mr. Morgan points out, the In 
logic of Thornton did not prevent the Bank of England from trying the experi- asso! 
ment of regulating credit on the basis of the legitimate demands of commerce wisel 
theory. Neither the logic of Thornton nor the experience of the Bank of inco! 
England was adequate to prevent the authors of the Reserve act from adopt- after 
ing the disproved principle. It is curious that so many persons who have written earn 
books to stake their claims for parentage of the act should select this principle same 
as their unique contribution. The ghost has not yet been laid. It still permeates “equ 
some classrooms and recent books under the guise that banks can do no wrong rate 
if they limit their extensions of credit to “self-liquidating” loans. Mr. Morgan's vari 
book is an excellent antidote to such teachings. whic 
Kart R. Bopp be el 
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International Trade and the National Income Multiplier. By Fritz MAcuuuvp. (9) 
(Philadelphia: Blakiston. 1943. Pp, xvi, 237. $3.50.) ae 
Professor Machlup’s application of the multiplier technique to the relation leas 
between foreign trade and national income differs in some respect from the m 
foreign trade multiplier formulas developed in particular by Colin Clark and : 
Harrod. Like the Keynesian investment multiplier, these formulas are identi- ants 
ties: that is to say, the “propensity to consume” goods in general or home- i , 
produced goods respectively, which governs the multiplier, is indicated by the oe 
actual fraction of actual additional income obtained that an individual (or ms 

group) has devoted in a given past period of time (ex post) to spending; and 

the multiplicand is similarly defined as outlay for other than consumption Ce 
purposes during the same past period. Causal significance attaches to these two — 
factors only because (1) we can conceive the actual ex post propensity to con- fp " 
sume as the average result of the numerous spending decisions of the individual : a 
during the period concerned and (2) because the multiplicand (investment in but h 
the Keynesian investment mulitplier or, in Mr. Harrod’s foreign trade multi- invest 
plier, investment plus exports minus materials embodied in them) is not gov- APP. 
erned by aggregate income but governs it. Certain defects of this approach are ges 


obvious, though in the reviewer’s opinion their significance has been somewhat 
exaggerated. 
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Mr. Suppose, ¢.g., that an original change of tastes abroad, implying an in- 

ory crease in the marginal propensity to consume foreign goods, generates an in- 

car- crease in exports from country A. Then at first employment and income would 
rise in country A, but since employment and income abroad would be lowered, 


as a secondary reaction the demand for exports from A also would be reduced 
to some extent. In the ex post formula for the foreign trade multiplier these 
two effects, initial expansion and subsequent reduction of the foreign demand 
for these exports, are lumped together in one magnitude, viz., increase in ex- 
ports from A during the period concerned. 

In order to separate these various effects and to show the causal mechanism 
associating changes in foreign trade and national income, Professor Machlup 
wisely uses one of the so-called ex ante income concepts, viz., the Robertsonian 


of income concept, in which income becomes disposable only one time period 
)pt- after it is earned, and spending and saving are oriented on disposable, not on 
ten earned income. Saving is thus not identically equal with investment in the 
ple same period, but the equality of both becomes the condition for a monetary 
tes “equilibrium” of some sort. The impact of changes in the current investment 
ong rate on employment and income can be followed up step by step through its 
in’s various stages, the repercussions can be duly accounted for, and the way in 
which these various forces eventually bring about a kind of equilibrium can 
J be elucidated. This modification of the Keynesian income concept has actually 
been applied by all economists who wanted to “dynamize” the multiplier ap- 
proach and to replace Keynesian “‘macro-statics” by “macro-dynamics,”? but 
its implications have not always been clearly realized.” 
On the basis of a number of assumptions (viz., constancy of (1) propensi- 
ties to have and import, (2) prices, foreign exchange rates, interest rates, 
> (3) home investment), Professor Machlup presents the reader with eleven 
principal model sequences (twenty-nine if the submodels are counted). 
The results of the various models are expressed in algebraic form, the formu- 
4 las pertaining not only to the equilibrium state to which the processes de- 
scribed in the models ultimately tend, but also to the intermediate stages and 
i the speed at which these stages are passed; i.€., they give the multiplier as a 
*% function of time. The formulas pertaining to ultimate equilibrium naturally 
he are in accordance with the corresponding formulas of the ex post approach, 


because in “equilibrium” ex post income and ex ante income are equal. 
In the reviewer’s opinion, we have great reason to be grateful to Professor 


‘Compare, e.g., Professor P. A. Samuelson’s justly famous paper “Inter-Action Be- 
tween the Acceleration Principle and the Multiplier,” Rev. of Econ., Stat., May, 1939. 


* Professor O. Lange in his article on “The Theory of the Multiplier,” Econometrica, 


al July-October 1943, uses an income concept different from the Keynesian as apparent in 
in particular from footnote 1 of his paper and from his use of the stability conditions, 


but he nevertheless treats equality between income on the one hand and consumption plus 
investment on the other hand as an identity; thus he asserts in two consecutive paragraphs 
(pp. 227-28) that the sum of the marginal propensity to consume and the marginal pro- 
pensity to invest (a) is identically equal to unity and (b) must be smaller than unity 
to secure stability. The main results of his paper can be preserved, however, if only the 
last paragraph on the first page is dropped. 
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Machlup for the lucidity with which he presents his workshop of models. It js 
true that limitation to algebraic treatment would have required much lex 
space, and something could be said in favor of a combination of the arith. 
metical model sequence approach for the first and simplest case, with a brief 
algebraic treatment of the rest. On the other hand, purely algebraic treat. 
ment lends itself much more easily to experimentation on the basis of quite 
unrealistic assumptions, while Professor Machlup, with great scientific tact, 
incorporated in the multiplicand only factors not governed by the marginal 
income, preventing in this way the elimination of the dividing line between 
multiplicand and multiplier. Furthermore, the algebraic treatment allows the 
mathematical economist to proceed without having gained complete clarity 
about the underlying concepts.* Leading mathematical economists, e.g., Pro- 
fessor Samuelson in the paper cited above, have for this reason preferred the 
combination recommended above to exclusively algebraic treatment; and the 
reviewer must confess that in studying certain aspects of the multiplier ap. 
proach he frequently resorted to Professor Machlup’s tables rather than to 
the formulas. 

The theoretical interpretation of the results is scattered throughout the 
book. It is mainly contained in the introductory chapter, in Chapter VIII on 
“International capital movements” and in the concluding chapter. As we shall 
see, there are good reasons for this arrangement. However, the one-sided con- 
centration of the introductory chapter on the monetary phenomena associated 
with investment and exports (on the effects of “Additional disbursements of a 
certain type, starting now and repeated”) will render it a little difficult for 
the reader to grasp the logic of the arrangement and to ascertain what is at the 
bottom of the foreign trade multiplier approach. 

There is in particular one question which should have been explicitly dis- 
cussed at this stage. The multiplication effects of investment on income and 
employment originate in the fact that investment creates income for the people 
producing the investment goods and that their additional spending creates 
employment and income in other industries, etc. This approach, however, 
yields only aggregate results for a closed economic system and does not indi- 
cate whether the income and employment as created are evenly distributed 
over the system or restricted to certain regions. The answer to this question 
is, of course, obvious: the stimulus comes from the regions where the invest- 
ment is to be undertaken or where the propensity to consume undergoes an 
upward shift; employment increases where the production of the additional 
investment goods and additional consumables occurs, and income increases in 
the same region with some spreading to the localities where the owners of the 
means of production are residing. 

This regional differentiation of the investment multiplier effect as it ma 
terializes in the world as a whole is measured by the so-called foreign trade 
multiplier, which therefore in Professor Ohlin’s terminology belongs to the 
realm of inter-regional, not international, trade analysis. There is a flow o/ 
funds between the regions, as a vehicle of distributing income and of making 
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*See in this respect the example given in footnote 2. sorts 
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demand in one region effective in another, playing a réle in the foreign trade 
multiplier though not in the general investment multiplier. If this theoretical 
function of the foreign trade multiplier is kept in mind, then a satisfactory 
answer can be given to the question as to whether exports have the same stimu- 
lating effects as investment and as to whether imports play the same rdle as 
savings. At the first glance one is tempted to answer these questions in the 
affirmative; for exports create domestic income without absorbing domestic 
purchasing power and imports divert domestic purchasing power from the 
domestic market. Closer analysis, however, reveals the necessity of qualifica- 
tions. In Professor Machlup’s first model, the marginal propensity to consume 
equals unity, but foreign repercussions are absent; for a closed system such 
a state of affairs is unstable, the slightest increase of the time rate of investment 
would explode it and the slightest reduction would start a cumulative downward 
movement, It is only the fact that a part of consumption is directed to imports 
that prevents such movements from materializing; instead we obtain (1) a finite 
export multiplier equal to the reciprocal of the propensity to import, and 
(2) (in “equilibrium”) an equal increase of exports and imports.* Now an in- 
crease in export does not explode the system, even if in the rest of the world 
the national propensity to consume also equals unity. The reader may in this 
respect compare Professor Machlup’s third model with the ninth model where 
the instability of a system with marginal propensity equal to unity in case of 
a change in the world’s investment rate is clearly indicated. Thus changes in 
exports perform a function different from changes in investment, and the 
introduction of a separate foreign trade multiplier, in addition to the general 
investment multiplier, is justified. 

The second step in the theoretical analysis consists of examining the condi- 
tions generating the export surplus, which is a prerequisite for the multiplier 
effect wherever the marginal propensity to consume is smaller than unity. These 
problems are discussed by Professor Machlup in the eighth chapter, “Inter- 
national capital movements: accommodating, spontaneous and net—Trade 
balance and capital flow: cause or effect—Effects on primary disbursements.” 
His distinctions are very useful but it seems to the reviewer that some of his 
conclusions are not quite consistent, or are at least misleading. For example, 
. of course, if the words ‘capital movements’ stand for net capital move- 
ments including all changes in foreign bank balances, then one can always 
maintain and ‘prove’ (with a reservation concerning gold flows) that capital 
movements ‘result’ from the trade balance (or, more correctly, from the 
balance of current items)” (p. 143). It is not the difference between net and 
long-term capital movements that matters, but that between the situation 


_’ The Clark-Keynesian formula for the foreign trade multiplier (viz., changes in home 
investment plus changes in the export surplus times inverse of the propensity to save) 
yields in this case an indeterminate value, whereas Harrod’s formula gives the correct 
result. The reason for this failure lies in the fact that the first formula includes in the 
multiplicand all imports, also those the volume of which is governed by the size of income, 
contrary to the basic rule indicated above. For this reason, the reviewer prefers Harrod’s 
iormula, which is akin to Machlup’s. 
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ex ante and the situation ex post. The existence of a positive trade balang Ir 
ex post proves that the inclinations of lenders and borrowers and the instity. fag SY) 
tions in the lending and the borrowing countries have allowed in the perioj ban 
concerned either a capital flow or a money flow between the countries and mili 
thus, a trade balance to materialize; but these inclinations are not the “result im ©" 
of the decisions of consumers to purchase more foreign goods or of the deci. Surv 
sions of exporters to export more domestic goods. skill 
The last task of the theory of the foreign trade multiplier is to integrate its m4 
implications with the traditional theory of free trade based as it is on the law oi im *" 
comparative costs. In the concluding chapter a short section (pp. 211-14) js auth 
devoted to “The neo-mercantilist interpretation of the theory.” Professor fam ©*° 
Machlup concludes, “If full account is taken of all possible short-run effects— - : 
the (economically determined) changes in relative prices as well as the hy 
(politically determined) retaliatory measures—and also of the fairly certain saith 
long-run effects—impaired productivity through reduced division of labor— pol 
then the theory of the foreign-trade multiplier cannot be claimed as a tenabl: = 
argument for protection” (p. 214). It seems, to the reviewer, that we have here wl 
a true dilemma between short-run effects, i.e., multiplier effects which some. ain 
times argue for protection and less international division of labor, and long. views 
run effects, i.e., effects of the law of comparative costs, which always argue am 
against protection and for the maximum international division of labor. This _ 
dilemma would deserve further examination. ~ 
On the whole, /nternational Trade and the National Income Multiplier isa ot 
very useful book, but it requires in spots some theoretical supplementation. re 
Hans NEISSER Alt 
New School for Social Research ne 
the 
Economics of Military Occupation: Selected Problems. By HENRY Simon ; 
Biocu and Bert F. Hosexitz. (Chicago: Found. Press, 1944. Pp. ix, bia 
141, $1.25.) 
A book about the economics of military occupation has been badly needed vi 
not only for courses in military government and finance, but also to provide the 
guidance for policy decisions. Recent economic studies have dealt so much ee 
in terms of relatively free markets and with the problem of achieving {ul thy 
employment that they have not been of great assistance to those confronted aa 
with the facts of military occupation and forced to make immediate decisions. th 
To meet this need is not, however, an easy task, partly because of the lack - 
of full and reliable information. The authors of this book recognize that th 
difficulty and frankly state that in numerous cases they have had to rely 
on second- and third-hand information, much of it from enemy sources of at 


propaganda agencies. It is a reflection on our own federal administration that 
practically all the printed information on Allied operations was obtained by 
the authors from English sources. The U. S. Treasury is notorious in Washing- 
ton for hoarding information, even withholding it from other federal agencies 
operating in the foreign economic field. 
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In view of the inadequacy of the available material and the variety of 
subjects covered in such a short space—military currency, exchange rates, 
banking, taxation, price control and rationing, and production control under 
military occupation, all illustrated by German, Japanese, and British-Ameri- 
can policies and experience—the authors have done a creditable job. They have 
surveyed a great deal of material and have used much of it with considerable 
skill. It would have been easier for the reader, however, had they concentrated 
on a smaller number of subjects and, especially, on a smaller geographical 
area. As it is, the material on German policies and experience is the best. The 
authors are obviously less well acquainted with financial data on the Far 
East—for example, on page 67 there are four factual errors regarding events 
in occupied China. 

Probably the chief weakness of the book, at least from a scholarly point 
of view, is its uncritical acceptance of the correctness of Allied financial 
policies in the occupation of North Africa, Sicily, and Italy, and its attempt 
to draw a sharp contrast between the aims and methods of the Allies and 
of the Axis in the field of occupation finance. Actually, the similarities of 
practice are more striking than the differences, and our financial tactics of 
occupation have tended more and more to resemble those of the Axis. The 
Allies are using occupation money in the monetary unit of the occupied 
country. The Allies, especially the British, have tended to live off the countries 
that they have occupied. We, especially in former Italian Africa and in Italy, 
have greatly overvalued the dollar and the pound sterling vis-a-vis the lira. 
Through our expenditures and practices in occupied areas, we have tended 
to bring on marked inflation, especially in Iran, Iceland, Italy, and India. 
Although without the use of brute force, the British have been building up 
credit balances, in part owed to occupied areas, that in total apparently exceed 
the Berlin clearing balances Germany owes to German-occupied areas. 

The chapter on exchange rates is particularly open to the objection of 
bias or naiveté. It exaggerates the benefits that the Germans may have 
obtained solely from initial overvaluation of their currency, and fails to 
indicate clearly that, through domestic price inflation, the currency of the 
occupied countries soon after occupation generally became overvalued vis-a-vis 
the German mark. It claims that, unlike the Germans, the Allies have not 
used currency overvaluation as a means of economic exploitation. However, 
the establishment of a rate of 480 lire to the pound sterling for Italian Africa 
by the British gave decided advantages to the British occupying forces, and 
there is little doubt that the excessive devaluation of the lira helped to bring 
about the marked rise in prices and wages in Italian East Africa directly after 
the British set the new rate. 

Especially disconcerting is the bald statement that “if anything” the rate 
of 400 lire to the pound sterling (set upon invasion of Sicily) “overvalues 
rather than undervalues the Italian currency” and that “voices have been 
raised in England that the rate . . . heavily overvalues the lira.” Indeed, 
competent quarters in London roundly condemned the rate of 480 lire to the 
pound for East Africa and Libya on the grounds that the correct rate was 
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perhaps 150 lire, and, when the 400 lire rate was set for Italy, the Chancellor 
of the Exchequer refused to explain that decision in answer to a bombardment 
of questions and criticisms in the House of Commons.' Nowhere do the 
authors define “overvaluation,”’ but they imply that exchange rates in Lisbon 
and Tangiers at the time of invasion are an important criterion in judging 
the correctness of the rates that the Allies set both in North Africa and Italy. 
Close study of those markets would reveal how unreliable they are as a 
guide for setting correct exchange rates. 

There is no use kidding ourselves. The Allied financial policies and tactics 
have not been brilliant or even very skillful. That is partly because we are 
handicapped by the need to compromise and to obtain agreement both in 
Washington and between Washington and London. For example, Washington 
apparently wanted a lower value for the North African franc and a higher 
value for the Italian lira than did the British, who had previously set eco- 
nomically indefensible rates for both currencies vis-a-vis the pound sterling 
in Africa, It is partly because in North Africa and Italy we played along 
with the existing governments. That, for example, has made it difficult to 
take immediate action against collaborationist funds and firms. Partly it is 
because we do not control the expenditures of our own soldiers, who pay 
excessive prices, and because we are unwilling to take the stern measures 
that the Germans took against violators of price ceilings in occupied areas. 
It is partly because this administration has, of late years, been so conservative 
and orthodox in foreign financial matters. We sat upon our huge gold hoard 
until elements outside our Treasury insisted that some of the gold located here 
be used to curtail the rapidly increasing inflation in China and the Middle 
East. 

From a technical (not a legal or political) point of view, the use of our own 
currency (with a yellow rather than a red, blue, or green seal) as military or 
invasion currency was a mistake. Not only did the natives tend to hoard those 
dollars, but they could not perform, with full effectiveness, one of the most 
important functions of military currency, namely, to fasten the costs of 
military occupation upon the occupied country. Some yellow-seal dollar bills 
used in North Africa and Italy will undoubtedly find their way back to this 
country through nonmilitary and unofficial channels, and will have to be 
accepted here from innocent holders. To avoid evasion of foreign-funds control 
and infiltration of invasion currency into England after the war presumably 
was the reason that the British used a special military note in North Africa 
and not, as the authors imply (pp. 6-7), because the Germans had sterling 
holdings which then could be used to finance purchases, sabotage, and s0 
forth in North Africa. That, for such purposes, the Germans presumably 
had holdings of French, Algerian, and Moroccan francs (and the plates to 
manufacture more) seems to have been overlooked by the authors. 


*See Paul Einzig, “Exchange Rates of Liberated Countries,” The Banker (London), 
Vol. LXVII (Sept., 1943), pp. 150-53, who claims that economic factors were ignored and 
the lira was deliberately undervalued. For another criticism of the Italian rate, see R. A. 
Lester, “Exchange-Rate Policy for Liberated Areas,” Free World, Vol. ViI (Feb., 1944), 
pp. 161-65. 
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Parts of this review have been critical. That criticism, however, applies 
only to certain statements in the first two chapters of the book, and even 
that criticism should be considered in the light of the difficulties and handi- 
caps under which the authors labored. They have struck out boldly in a new 
field. They have attempted too much too early rather than too little too late. 
May their number multiply! 

Ricwarp A, LESTER 

Duke University 


The Tariff Reform Movement in Great Britain, 1881-1895. By BENJAMIN H. 
Brown. (New York: Columbia Univ. Press. 1943. Pp. x, 170. $2.50.) 


The enactment of the Tariff act of 1932 and the conclusion of the Ottawa 
Agreements represented the culmination of a long campaign on the part of 
protectionists and advocates of imperial preference in Great Britain. The 
agitation carried on under the leadership of Joseph Chamberlain in the early 
years of the present century is, of course, a familiar part of British tariff his- 
tory, but earlier protectionist activities are less well known. Protectionist senti- 
ment never wholly died out after the repeal of the corn laws, or even after the 
conclusion of the Cobden Treaty, but it was not until the depressed eighties 
that protectionists gathered enough strength to constitute a political force of 
any importance. 

The primary object of Mr. Brown’s study is to show that between 1881 and 
1895, when Joseph Chamberlain became Colonial Secretary, the foundations 
of Chamberlain’s later tariff reform movement were laid. No systematic at- 
tempt is made to analyze, as such, the economic forces which encouraged the 
growth of protectionism. The author’s interest, as he explains at the outset, is 
rather in the “twilight region between economic circumstances and the forma- 
tion of political and social policies.” In other words, he is seeking to analyze 
the process by which shifts in economic or other factors affect the attitudes of 
various groups in the community and lead them to support a change in public 
policy. From this point of view, the fact that he has chosen to trace the history 
of the tariff reform movement during a particular period in Great Britain is 
somewhat incidental. He would like to see the same questions asked about 
quite different issues at other times and in other settings. 

The book sheds a great deal of light on the motives which activated the 
various groups which gave their support to the tariff reform movement. The 
author cannot be said, however, to have altogether succeeded in his broad 
purpose of tracing the connecting links between economic developments and 
political action. This failure is partly to be explained by the fact that he takes 
a knowledge of the economic background for granted. Thus the reader who 
happened to be unfamiliar with the details of British economic history during 
the last quarter of the nineteenth century would have difficulty in determining 
how severely the various branches of the export trade were affected by the 
“Great Depression” of that period. The author mentions economic events oc- 
casionally in passing, but only to a relatively minor extent. A brief chapter at 
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the outset, outlining the chief developmeuts in British foreign trade during the 
eighties and early nineties, would prove of considerable assistance to the reader 
in interpreting much of the material presented in the book. 

The book suffers somewhat, also, from the failure of the author to pull to- 
gether the threads of his discussion in a concluding chapter. The exposition 
ends rather abruptly with a detailed account of the réle played by agricultural 
interests in the tariff reform movement, while the author’s main conclusions 
are outlined very briefly at the beginning of Chapter I. 

In spite of these defects, Mr. Brown’s study represents a real contributios 
to the rapidly growing volume of literature on British tariff history. One of the 
most interesting portions of the book is that which concerns the attempts of 
the manufacturers who formed the backbone of the Fair Trade movement to 
attract the support of organized labor. Failing to win over thé official support 
of the trade unions, the protectionist leaders resorted on occasion to the rather 
dubious expedient of collaborating with certain unscrupulous labor agitators 
whose support could be “‘bought.” British workers as a group were reluctant 
to abandon their free trade position in spite of the fact that some trades were 
suffering acutely from shrinking export markets. The doctrine of the “cheap 
loaf”’ had taken a strong hold on the masses of the population, and it wus 
primarily this fact which lay at the basis of the political strength of the free 
trade forces. The attempts of industrialists to place the blame for low money 
wages on the “foreigner” and to point out that the remedy lay in tariffs on im- 
ported goods were regarded with considerable suspicion by the workers. 

It was not until the nineties, when protectionists began to take advantage of 
the growing body of imperialist sentiment in Great Britain and to convert their 
movement into a campaign for imperial preferential tariffs, that they began to 
make conspicuous inroads on public opinion. Out-and-out protectionist views 
were still not respectable in most circles in the late Victorian era, but it was 
not difficult to attract support for the doctrine that Britain should seek to 
strengthen her economic ties with the Empire at a time when her industrial 
supremacy was being seriously challenged by the United States and Germany. 
The colonies had already proceeded much further than the mother country 
toward the adoption of this view. But there were serious stumbling blocks in 
the path of those who would translate this plea for strengthening the ties of 
Empire into concrete tariff action. How could Britain substantially increase 
her imports from the Empire without imposing a tariff on food imports from 
foreign countries? To what extent could she hope to increase her exports of 
manufactured goods to the colonies if the maximum concessions which the 
latter were prepared to grant consisted of slight reductions in their highly 
protective tariff walls? Was it not likely, indeed, that the losses to be expected 
from a policy of imperial preference would far exceed the gains, in view o! 
the facts that the great bulk of British trade was still with non-Empire coun- 
tries? 

These questions have a familiar ring to those who have followed British 
tariff controversies of a later day. It is interesting to reflect, in fact, that the 
Ottawa Agreements embodied the results of a long series of compromises over 
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these very issues which had plagued the advocates of preferential tariffs in the 
1890's. 
Marcaret S. GorDON 
Washington, D.C. 


Lend-Lease: Weapon for Victory. By Epwarp R. STETTINIUS, JR. (New York: 
Macmillan. 1944, Pp. xiv, 358. $3.00.) 

The eminent Undersecretary of State here presents a highly readable account 
of Lend-Lease, of which he was formerly in charge. He traces the evolution 
of the policy of the United States through the cash-and-carry period to ihe 
passage of the Lend-Lease bill on March 11, 1941, and proceeds to explain 
operations under this act to mid-1943, including “lend-lease in reverse,” i.e., 
the so-called reciprocal lend-lease. The texts of the act, of the “Russian master” 
lend-lease agreement, and of the “reciprocal aid” agreement with the United 
Kingdom appear in the appendices. To June 30, 1943, “total lend-lease aid” 
is reckoned at $12,900,000,000, or 12 per cent of “total war costs” (p. 312). 

The chapters contain a great variety of material, some of it consisting of 
specific facts, statistical and otherwise, concerning amounts of money and 
types and quantities of commodities involved, some of it by way of current 
history in various parts of the world. The author recounts personal experiences, 
as in the chapters on his visit to Britain, and major and minor conversations 
with assorted officers and emissaries of many lands. There are beautiful 
colored maps; photographs of the author in conference with President Roose- 
velt, Vice-President Wallace, the Soviet Ambassador, and others; and pictures 
of ships and sailors and other things and persons, including those of people 
eating—all the way from officials at banquets to jungle soldiers having “chow.” 
A cartoon is included, There are also charts which set forth facts and assump- 
tions in simplest terms. 

Controversial aspects are not wholly avoided, but when mentioned are treated 
with both assurance and agreeable tolerance. For example, in the chapter 
on “The Lend-Lease Debate,” some indication is given of the great diversity 
of opinion that had arisen as to whether our country, then a neutral nation, 
would or would not be best advised to proceed with official assistance to the 
Allied Powers, The good-natured forgiveness of opponents is suggested by 
such sentences as these: “No holds were barred, but that is the way of demo- 
cratic debate. In the end, I know, we were far stronger for it.” But, as would 
be expected, almost complete wisdom and efficiency in all that was finally 
done is apparently assumed, explicitly or tacitly. 

Obviously, therefore, although ii deals with one of the hugest sets of eco- 
nomic transactions ever engaged in, and despite its inclusion of facts and 
figures, the book lies more in the field of politics than economics, and provides 
little basis for objective economic analysis. It will doubtless be judged by its 
readers chiefly according to their convictions regarding general policies or, 
perhaps, their emotions. 

It is scarcely in the light of this book that final rebuttal will be made of 
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such old and new “‘isolationists’ allegations” as these: that “it was Lend-Lease extre 
which ended our neutrality and in consequence we should not have been too govel 
surprised at Pearl Harbor”; that “we cannot feed, clothe, and arm half and \ 
the world”; that “there is no good reason why we should send butter abroad impo 
and eat oleomargarine at home”; or that “we may live to regret the day when of sa 
we gave such military strength to other Powers whose ideologies or whose M 
territorial objectives are so different from ours.” whicl 
Nor does it seem likely that the chapters will furnish final means of appraisal tion, 
of such earlier or more recent assertions at the other extreme as these: “If we conce 
adopt Lend-Lease it will keep us out of the war’’; or “the Lend-Lease Adminis. order 
tration should neither publish nor keep any records of its transactions, for if and | 
it does some stupid Congressmen may raise the question at war’s end and try man} 
to insist that the Allies make some payments.” only 
It is for those versed in international law to assess the interpretation of the Th 
doctrine of neutrality adopted on pages 80-81. But an illustration of some prob! 
easy economic assumptions may be found on page 83, where there are some eve 0 
nice little pictures of Uncle Sam and John Bull and Marianne, so arranged as a wel 
to visualize these nice little sentences: “During the first World War we loaned revie 
dollars to our allies. . . . Our Allies used the loans to buy war goods in the Amet 
United States, After the war, the only way our Allies could get dollars to repay ment 
us was to sell us their goods. But economic conditions and trade barriers made to ex 
this impossible. So the Allies were forced to default.” (The only trade barriers Amet 
shown in the little picture are our barriers.) No careful student of international away 
economics would seriously argue that the interwar problem of international to ou 
debts and trade was quite as simple as that. Abundant scientific analysis has amou 
long since been available to show that such familiar propaganda is oversimpli- shoul 
fied, to say the least. some 
If the impartial specialist in world economics reads the volume he may thus most 
find opportunities to criticize a book which is uncritical, but presumably inten- Tk 
tionally so. For many laymen and perhaps for some students, the problem that 
remains largely one of world or even domestic politics. Indeed, the plausibility mobi 
of the approach, the simple, popular, journalistic style, the obvious sincerity and | 
and enthusiasm of the distinguished author, and the fascinating pictures easily and | 
make Lend-Lease: Weapon for Victory one of the most successful books of and | 
its kind, which has appeared during the war. avail 
JoHN DONALDSON M 
George Washington University and 1 
a COl 
short 
Public Control of Business; Public Administration; He 
National Defense and War const 
Total War—The Economic Theory of a War Economy. By JoHN BuRNHAM. ad 
(Boston: Meador. 1943. Pp. 336. $2.00.) the r 


This book is remarkable for its singleness of purpose. Mr. Burnham under- 
takes to show what the American economy could do if we should go to the 
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extreme lengths of total mobilization for war. One gets the picture of a people 
governed in all its actions by the single criterion of increased war production 
and willing, for this purpose, to entrust the management of the economy in all 
important matters to the government and to accept the most Spartan principles 
of sacrifice for the common war effort. 

Mr. Burnham, with the exception of a few ventures into economic theory 
which appear, for example, in his discussion of war finance and of transporta- 
tion, writes from the viewpoint of the engineer and the economic planner. No 
concessions are made to any considerations bearing on the kind of economic 
order that might emerge after the war is won, or, for that matter, to the habits 
and psychological attitudes of the people. Measures of a sort to which Ger- 
many has been driven only during the past year are advocated as if they needed 
only to be stated to be accepted by all reasonable men. 

Those who feel that we are paying too much attention to reconversion 
problems and the preservation of the free enterprise system, while still on the 
eve of our greatest war efforts and sacrifices, will find in Mr. Burnham’s pages 
a welcome corrective. To many of his readers, however, including the present 
reviewer, his book will appear so completely to neglect the imponderables of 
American life and so greatly to idealize the capacities of a centralized govern- 
ment bureaucracy as to be unrealistic. Nevertheless, as Mr. Burnham proceeds 
» to examine the wastes and duplications, and in general the seamy side of the 
American economic order in one major field after another, the reader will carry 
away an impression of the still vast untapped resources which we could direct 
to our war effort. Mr. Burnham does not leave his readers in doubt as to the 
amount of fat which could still be worked off the American economy if we 
should really be driven to the wall to fight for our life in the sense in which 
some other belligerent countries are fighting for their life. This is perhaps the 
most important contribution of Mr. Burnham’s book. 

The key to his approach is perhaps best expressed on page 41, where he says 
that a country at war should first develop a “program of complete economic 
mobilization to provide the maximum volume of war supplies and manpower” 
and then base all its military plans on this estimated volume of war supplies 
and manpower. If necessary, he says, the President should compel the Army 
and Navy to increase their military proposals to the maximum permitted by 
available economic resources. 

Mr. Burnham has very little confidence in the type of priorities, allocations 
and rationing to which we have been accustomed during this war. He advocates 
a complete production plan which will anticipate and eliminate all possible 
shortages. 

He develops a set of five basic principles for restricting the production of 
consumers’ goods including, inter alia, a return of prohibition and the elimina- 
tion of tobacco, tea and coffee. The productive capacity released, could, Mr. 
Burnham feels, be easily directed to turn out the finished goods required by 
the military authorities and the whole problem of dealing with conversion to 
war industry has no terrors for him, “All that is necessary,” he writes, “is to 
determine the desired quantities of finished goods and then calculate how much 
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of raw materials, supplies, machinery, factory space, transportation, electric 
power, and the like is needed for their production.” 

Mr. Burnham then proceeds to give the blueprint for a thoroughgoing 
rationalization of the whole economy in order to produce 100 per cent increase 
in the national income during which he deals with each important segment of 
the economy in turn. In one after another of each of these fields he goes to great 
lengths in advocating centralized government control and administration, and 
it is characteristic of the book that almost every measure suggested is advo- 
cated in a most uncompromising form. A few examples will illustrate the 
sweeping nature of the author’s proposals. 

The war should be financed, he says, entirely by a personal income tax which 
leaves no incomes in excess of $10,000 and by a 60 per cent sales tax on all 
consumer goods and services. He would eliminate the corporation income tax 
and tax all unprofitable concerns out of existence and transfer their business to 
more efficient producers. The state should plan directly the production sched- 
ule of every enterprise and so ensure the output of war supplies to any desired 
degree without offering higher prices or increased profits. All government 
orders for commodities as well as all private orders should be sent to a single 
selling agency which would distribute them among appropriate administrations 
in charge of productive activity. The government should determine what crops 
were to be grown, and what methods of farming are to be used on each farm 
and should employ local agents to supervise the work of every farmer. Farmers 
falling below a certain level of efficiency determined by the government should 
be relieved of their farms and sent to town to work in industry. 

No new orchards should be planted, or grapes grown, and the production of 
cotton should be cut in half for the duration of the war. Almost all products 
should be standardized and far-reaching reforms in the entire marketing and 
distributing system instituted. New England’s textile industry should be bodily 
transferred to the South and other forms of heavy industry should replace it 
in New England. The government should immediately stop the production of 
all clothing except uniforms. No worker who lives within a mile of his place 
of work should be allowed to ride to work unless he has a doctor’s certificate. 
All local banks and lending institutions should be prohibited from making 
commercial loans to local enterprises and all such loans and all investments 
should be made by a single war credit agency in accordance with a national 
productive plan. All tariffs should be eliminated for the duration of the war 
and, unless absolutely required to produce imports, all exports to neutral 
nations should be cut off. 

In the total war economy which Mr. Burnham describes every potential 
source of labor supply would be tapped. In the United States on December /, 
1941, the additional workers that could have been mobilized for war produc- 
tion numbered no less than 48 millions according to Mr. Burnham, including 
15 million from the ranks of nonfarm women, 5 million men and 4 million 
women who could be released from agriculture, 8 million young workers from 
school and home, 8 million workers from the retail trade, 434 million from 
nonessential manufacturing, 2 million boys and girls coming into the working 
age and 4 million from miscellaneous sources. This vast redistibution and in- 
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crease of the working population would be encouraged by the heavy taxes on 
consumption which would increase the number of workers in each family unit. 
Strikes and lockouts would be prohibited, and compulsory arbitration through 
federal labor courts established. Hours of work would be short but the number 
of shifts would be much increased in order to achieve the maximum number of 
plant hours worked at maximum efficiency for the short run. Money wages 
would not be cut, but real wages would have to fall sharply, except for the 
low income groups who would be protected by a relatively high minimum wage. 

These Draconian measures with regard to the civilian economy are offset by 
Mr. Burnham with a suggestion that all men and women in the services should 
receive a minimum of $200 a month plus free board, clothing and housing. 

In harmony with the guiding principle of maximum immediate production 
there would be very considerable disinvestment through failure to maintain 
plants in optimum condition. 

It is somewhat surprising to find that Mr. Burnham, whose analysis of war- 
time problems runs so predominately in physical or “real” terms, has a re- 
markable faith in the effectiveness of purely monetary devices for the avoid- 
ance of post-war unemployment. 

ApAms Brown, Jr. 

Washington, D.C. 


The World Coffee Economy, with Special Reference to Control Schemes. By 
V. D,. Wicxizer. (Stanford University, Calif.: Food Research Inst. 1943. 
Pp. x, 258. $3.00.) 

The coffee question has arisen from the efforts of producing countries’ 
governments, particularly Brazil, to control price. The price-pegging schemes 
have stimulated further production. This, in turn, necessitates more ambitious 
efforts to protect the coffee producers. Coffee is the largest export item in some 
of the most important Latin American countries. Governments, therefore, must 
seek to help the coffee industry. There are a number of basic factors which 
explain the duration and scope of the problem: 

1. The coffee-growing belt lies in tropical and subtropical zones on both 
sides of the Equator. There are large virgin areas in both the Western and 
Eastern Hemispheres which are suitable for the growing of the coffee tree. This 
means that new lands can be quickly opened up and that exhausted soils may 
be readily abandoned. The climate necessary for the production of coffee, a 
combination of hot days and cool nights, is not rigorous. In the countries of 
South and Central America, birth rates are high and, despite high infant 
mortality rates, the excess of births over deaths is substantial. Much less 
thickly populated than Asia, they have attracted a substantial number of im- 
migrants from Europe. The population, therefore, is available for expanding 
the cultivation of this product. Brazil has been the earliest and most important 
producer of coffee but the success of price stabilization measures in Brazil has 


stimulated the planting of coffee trees in the many other areas available for 
coffee growing. 
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2. The standard of living of the worker on the coffee plantation is low. This h 

is true after due account has been taken of lower food, housing and clothing whe 
requirements because of the milder climate. All of this adds up to a low labor inco 
cost level. The first result of this factor is a pressure to increase the production crea 
of any product promising a continuous market abroad. ven! 
3. The consumption of coffee reflects an inelastic demand over periods oj a ni 
substantial length. The problem of relating production to demand is intensj- nish 
fied by the wide fluctuations in the coffee crop. The problem is further com- pure 
plicated by the amount of time it takes to bring a coffee tree to bearing age A 
after planting, averaging seven years. Thus, it can happen that new trees whe 
come into bearing when there is a marked oversupply of coffee. pric 
4. The social organization, particularly of the countries in the Westem cons 
Hemisphere, is such that political power has been concentrated in the hands abot 
of the large landholders. The 1930 Vargas revolution in Brazil, for example, anal 
was in part a reaction to the dominance of the Paulista coffee planter in for ' 
Brazilian national politics. Some of the forces gathered around Vargas repre- writ 
sent the political aspirations of the rising class of manufacturers and the T 
increasing numbers of manufacturing wage-earners but the coffee planter stil] attel 
exercises a very important influence in Brazil. This political power has been mast 
represented in the pressure for the various types of control schemes which cont 
have arisen, including loans, production and export quotas and other types o/ enou 
interference with laissez-faire. It takes a more subtle but none the less ex- prod 
ceedingly important form in the currency inflation which has characterized, a pr 
with some interruptions, the history of Brazil from the beginning. This/ con- “Bra 
tinuously depreciating currency works to the advantage of the planter! The as a 
returns in terms of national currency tend to increase faster than the planter’s dome 
cost of production. His land also increases in value. This currency deprecia- TI 
tion has, therefore, continued despite the fact that there are other groups in follo 
the nations whose interests are not served by the depreciation policy. It is belie 
true that the habit of budgetary deficits makes currency depreciation the line Braz 
of least resistance. Nevertheless, the groups who see disadvantages in currency _ 
ays | 


depreciation might have more chance to make their influence felt if it were not 
for the political influence of those who profit by a depreciation policy. 

5. Technological changes, in particular the internal combustion engine in an 
airplane, have given a new importance to South America in the protection of 
continental United States. 

Mr. Wickizer’s book is much the best treatise on the economics of the 
world’s coffee trade that has come to my attention. It is also the most thor- 
ough and adequate treatment of the various control schemes which have been 
put into operation since Sao Paulo began efforts to stabilize the price of cofiee 
in the first decade of the twentieth century. The first 135 pages of 258 text 
pages are devoted to the economics of coffee. The discussion begins with 4 
consideration of the physical factors which condition the growth and sale of 
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coffee. This is followed by statistics of the world’s trade in coffee. The develop- B Th 
ments in the art of coffee-blending, coffee-grading and coffee-brewing are pre “ee 


sented along with interesting details on cultivation and preparation for market. 
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Mr. Wickizer shows that coffee consumption increases in the long run 
when the price of coffee in relation to the prices of other foods and the buyer’s 
income decreases, and that carefully-prepared publicity programs can in- 
crease the consumption of the beverage. The Latin American governments, I 
venture to say, might well consider cultivating friendly relations with Russia, 
a nation which is not even listed separately in the consumption figures fur- 
nished by Wickizer, persuading Russians to drink coffee in exchange for the 
purchase of Russian products. 

As Wickizer points out, a pound of tea will make from 180 to 200 cups 
whereas a pound of coffee would make only from 30 to 40. Obviously at present 
prices tea is the cheaper beverage. The survey of coffee costs which he makes 
considers costs of both production and distribution. Mr. Wickizer’s suggestions 
about lowering the cost of distribution are particularly pertinent. The general 
analysis of the cost of production lays special emphasis upon factors making 
for variability in volume of production. So far as I was able to observe the 
writer has not made any “on location” studies of the cost of production. 

The second half of the book discusses Brazilian, hemispheric, and world 
attempts to stabilize prices. This part of the work is admirable both for its 
mastery of detail and sustained economic analysis. His basic criticism of the 
control schemes is that the level at which prices are fixed tends to be high 
enough to give a profit to the high cost producer. This, in turn, fosters over- 
production not only in Brazil but in other coffee-producing countries and sets 
a price which discourages expansion of consumption. He concludes that: 
“Brazil’s position in the coffee world was weakened rather than strengthened 
as a result of their experience of artificial controls and the effects on their 
domestic economy were unfavorable.” 

The author’s discussion of the Inter-American Coffee Agreement of 1940 
follows the general line set forth in the preceding paragraph. Mr. Wickizer 
believes that the price was ultimately set so high that production capacity in 
Brazil and elsewhere will be unduly stimulated and that consumption will be 
decreased. These prices he considers to be much above costs of production. He 
lays particular stress upon the price differential in favor of the milder coffees 
from Colombia and other republics near the Equator. The Brazilians, he be- 
lieves, have used the present situation to place their hard coffees in a better 
relative price position than consumer preferences justify. The international 
situation, including the strategic position of Brazil, did not necessitate the high 
prices which were allowed, particularly when the large purchases of other 
commodities from these countries are taken into account. 

Mr. Wickizer is not optimistic about future control schemes, whether they 
are international or hemispheric. He realizes that the strength of the pressures 
makes these attempts inevitable but he suggests that the control scheme would 
have better prospects if the initial one were for ‘limited objectives. “Experi- 
ence gained under these may, in time, make possible more ambitious schemes.” 

There will probably be general agreement that unilateral efforts like those of 
Brazil up to 1937 to control the production and price of coffee in the interest 
primarily of their own producers were not successful. The portion of the book 
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194 

about which there will be the greatest amount of debate is Mr. Wickizer’s view id 

of the provisions and the results of the Inter-American Coffee Agreement. The fact 

author’s view of the effects of the agreement is that the resulting price ona 

amounted to a virtual subsidy to the producing countries, particularly to fort 

Brazil. The cost data which are presented in the book are not, as I see it, con- of ¢ 

clusive. On page 100 the author states: “Lack of data taking into account the fart 

many internal changes in Brazil since the outset of the great depression makes E 

it practically impossible to compare production costs over a period of years.” inte 

I had occasion, on a trip to Brazil in 1942, to seek data on the cost of pro. opir 

duction of coffee, cotton, and silk. The samples which I was able to find repre. Surv 

sented such a small percentage of the total number of plantations, and the next 

number of producers is so large and their geographic distribution so extensive, hou! 

han 

COMPARATIVE Price CHANGES* 

(Bureau of Labor Statistics) fie 

Wholesale Retail — 

; diffic 

3 Coffee | All-food Per cent rise Coffee All-food Per cent rise ing ¢ 
Year ; (1935-1939 

(cents index All cents 100) All are 1 

per Ib.) | (1926-100) | Coffee | | perlb.)| index | Coffee | be. } 

1940 7.2 71.3 21.2 96.6 ~~“ 

1941 11.4 82.7 23.6 105.5 M 

1942 13.4 99.6 28.3 123.9 of ar 

19435 | 13.4 105.8 86.0 48.8 29.8 137.3 40.0 42.0 ail 

* The use of average 1932-1939 wholesale coffee price of 9.5 cents changes the per cent over] 

rise in wholesale coffee prices to 41. The price took a nose-dive in 1940 because of the stoppage 1. 
of shipments to Europe. oe 

> November. psycl 

cont 

that I regarded with extreme reserve the figures which I gathered. The only cent. 

conclusion which I was then able to reach with regard to cost of production of coffee 

these three commodities was to rank them on the basis of relative return at cultu 


prices then prevailing. The commodity, incidentally, which yielded the lowest re- 
turns per hectare was coffee. Perhaps the prices of all three commodities are too 
high but I question whether Mr. Wickizer’s figures are recent and representative 
enough to sustain his assertion that present prices are subsidy prices. 

The city of Sao Paulo, for example, made a study the latter part of 194? 
which showed that the wartime increase in the cost of living of industria 
workers in 1942 as compared with 1939 in the city had been 38.6 per cent. 
Some competent authorities say that wholesale commodity prices in Braz 
have increased much more than this. Retail prices of coffee in the United 
States have increased, however, at a slightly lower rate than the all-food 
United States retail price index. Wholesale prices of coffee in the United States 
increased from 1940 more rapidly than the all-food wholesale price index bu! 
at a lower rate if the average price for the period 1932-1939 is taken as the 
pre-war coffee price. 

Economic principles might govern in vacuo in a perfect world but co 
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sideration of what is as distinguished from what ought to be must take political 
factors into account. Mr. Wickizer contends that it is illogical to compare in- 
creases in American food prices with coffee prices for the reason that the 
former apply to goods in scarce supply whereas there was a superabundance 
of coffee. However, the Brazilian is apt to recall that the pre-war American 
farmer received increases despite abundant supply. 

Even on the assumption that Mr. Wickizer’s cost analysis is correct, the 
international situation prevailing in the latter part of 1940 justified, in my 
opinion, the decision that was made. France had fallen, the British had barely 
survived the aerial battle of England, and signs were abundant that one of the 
next objects of Axis aggression would be South America. Dakar, only a few 
hours flying distance from Natal, Brazil, was, practically speaking, in Nazi 
hands because of the control exercised by Germany over the Vichy French 
covernment. Hitler had not yet made the fatal mistake of underestimating 
Russia’s power of resistance. It was surely a time when every legitimate effort 
was called for to strengthen the hands of our friends in Brazil. It would be 
difficult to overestimate the value of the air bases in northern Brazil for ferry- 
ing combat and transport planes to North Africa and Russia. The Brazilians 
are realists because a country with Brazil’s limited military resources has to 
be. No realistic observer could fail to note that the Axis in 1940, 1941 and 
even as late as 1942 seemed to have a good chance to win the war. 

Mr. Wickizer is not optimistic about the effects of war policy and the future 
of any international control scheme. There are, however, some very important 
considerations which may diminish the possibility of the repetition of the 
overproduction of coffee by Brazil in the 1930’s. 

1. Real progress before 1939 had been made in eradicating the one-crop 
psychology. For example, the value of all crops in Brazil in 1938 was 8,637,000 
contos. Of this amount coffee accounted for only 2,027,000 contos, or 22 per 
cent. The value of ginned cotton and cotton seed was only slightly less than 
coffee, namely 1,849,000 contos. The government agencies interested in agri- 
culture have been working energetically to bring about diversification. Data 
are not available on the distribution of the new planting as between coffee and 
other crops. 

2. A second important factor has been the progress of industrialization. The 
value of manufactured products in Brazil in 1938, excluding processed foods, 
was 7,114,379 contos. When processed foods are added, manufactured prod- 
ucts exceed crops in value. The war has intensified this trend. The completion 
of the steel plant at Volta Redondo will still further accelerate it. It should be 
recalled that Brazil probably has the world’s largest reserves of high-grade iron 
ore and abundant water power resources. An aluminum plant now in con- 
struction and magnesium and aluminum plants which will possibly be con- 
structed after the war will probably give the light metals a firm foundation. 

5. The concept of national cost is beginning to receive consideration. Should 
soil erosion and the wastage of timber resources, in clearing land, for example, 
be counted as part of coffee production costs? The State of Sao Paulo has 
under way at the present time an extensive reforestation campaign. 
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4. A fourth development which may prove to be very potent in controlling if 
the factors making for overproduction is the developing interest in raising the the 
standard of living of the masses. This applies to food, clothing, medical care wag 
education and housing. Government officials, and business, educational and mov 
religious leaders are showing increasing concern which is slowly being trans. flati 
lated into deeds. As the movement gathers momentum it will have two effects: of f 
(1) it will tend to increase costs of production; and (2) the greater acreage shut 
allotted to food production will tend to reduce the amount available for coffe inco 
growing. com 
This book is a “must” for those interested in either Latin American econom. high 
ics, coffee, or international control of raw materials. The Food Research In. adec 
stitute is to be commended for undertaking the investigation and the Rocke. of fa 
feller Foundation for its financing of the project. A 
S. Duncan avol 
Washington, D.C. On | 
inhe: 
Wartime Government in Operation. By W1LL1AM H. NICHOLLS and Joun A unnc 
Vic. (Philadelphia: Blakiston. 1943. Pp. xiii, 109. $1.50.) T) 
A book which starts out to accomplish the objectives of a treatise, and which tee 0 
turns into a tract, is useful in several ways but is disconcerting to a reviewer. wort 
In this volume, the authors announce their purpose as follows (p. 6): “We of m 
shall first examine manpower and wage control and then food production and TI 
price control. In each case, the following questions will be answered: What accu 
has the wartime program been? Have there been major defects? What gov- brief 
ernmental factors are behind any defects which are now apparent? The laiter polit 
part of the book considers some additional questions: What have been the readi 
interrelationships between the labor and farm programs? Might these inter- TI 
relationships have been better used to strengthen both programs? If s, publi 
how? What changes in governmental attitudes and machinery might con- form 
tribute to this end?” If these were examination questions, very few A’s would 
be expected among the answers. Professors Nicholls and Vieg, however, sé Ste 
out to answer all of these questions, and, considering the space limitations 
which they set for themselves, do a fairly good job of it. However, the dé 
tailed treatise soon gives way to the tract, evidence gives way to generaliza- How 
tion. The authors do give a good argument for better government, and col- | 
clude with some positive suggestions for improvement. In 
The first half of the book, dealing with manpower and wage control, been 
the least impressive. I suspect that the authors are better acquainted witl emph 
agricultural than with labor economics. At any rate, their generalizations decis’ 
the subject of food production are supported by evidence of a greater awalt- twelv 
ness of the intricate problems involved. exerc 
A curious result of the use of the “tract” method is seen in a shift of pos: whick 
tion when changing from a discussion of labor to a discussion of agricul: devel 
exist: 


ture. 
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In the former case, the authors deal with allocation of manpower, including 
the diversion of labor to war industries, and with the prevention of inflationary 
wage increases (p. 8). In approaching agriculture, they deal with the need to 
move farm prices high enough to insure production, and yet to prevent in- 
flationary prices (p. 42). In a footnote they reject discussion of the allocation 
of farm resources for food production. Thus, while they emphasize the need for 
shuttling workers into essential jobs, they ignore the need for providing wage 
incomes adequate to peak efficiency. Apparently they have fallen into the 
common error of assuming that all wage rates are high and still moving 
higher. On the other hand, they are concerned with the farmers’ need for 


In- adequate income but brush aside the need for a proper wartime allocation 
ke- of farm resources. 


Again, on page 89, both Congress and the Administration are criticized for 
avoiding bold action, for frittering away their time with temporary expedients. 
On the next page, however, it is stated that “administrators and legislators 
.. have moved as rapidly as they felt the citizenry were willing to go.” The 
inherent contradiction in these two pages is not discussed; apparently it goes 
unnoticed, 
The major item in the proposed corrective is a Congressional Joint Commit- 
tee on the Conduct of the War (p. 96). The suggestion, as briefly outlined, is 
worthy of further thought and is especially recommended to the consideration 
of members of Congress. 
The book contains a useful chronology of events, which, because of its 
accuracy and brevity, will be welcome to most readers. It also constitutes a 
brief but competent criticism of economic policies as pursued by a complex 
political instrument. For either of these purposes the book is well worth 
reading. The reviewer hopes that many politicians, among others, will read it. 
The study was sponsored by the American Council on Public Affairs. The 
publishers are to be complimented on an accurate rendition and attractive 
format. 

S. Hopkins 
Stanford University 


How Nazi Germany Has Controlled Business. By L. HAMBURGER, (Washing- 
ton: Brookings Inst. 1943. Pp. 101. $1.00.) 
In this small book Mr. Hamburger develops the thesis that business has 
been brought completely under the domination of the nazi state. In order to 
emphasize his view that the business man has no responsibility for policy 
decisions of any importance, the author employs the word “control” in 
twelve chapter headings out of fourteen. That the German government 
exercises the closest control possible over all economic life is a proposition 
which does not need much demonstration, But considerable interest has 
developed in the extent to which the capitalistic system can still be said to 
exist; and whether industrialists have succeeded in benefiting as a group 
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by means of the very controls intended to bind them to the policies of the 
régime. Thus Franz Neumann in Behemoth contends that capitalism continues 
to exist in a more dangerous form; that the restriction of the market mecha. 
nism engendered by the multitude of controls has proved a relatively minor 
matter, with all the essential parts of the capitalistic system operating as 
vigorously as before (p. 292). 

Mr. Hamburger rejects this view. Without explicitly joining in controversy 
with any school of thought, he endeavors to establish his contention that al] 
power is in the hands of the state by showing the operation of governmental 
controls in their various forms. In a series of short chapters a bird’s-eye view 
is given of the controls over entry into and exit from business; over the 
supply of capital, materials and labor; over prices, cost accounting, profits, 
the allocation of profits, and the termination of a going business. Because of 
the all-pervasive extent of these controls the author ponders the question why 
the government did not (with some exceptions) actually nationalize business. 
The answer is given that by maintaining the fiction of private industry the 
government was able to avoid offending the property-owning classes, and was 
in a position to foster the British appeasement policy by posing as a bulwark 
against communism. 

The conflict of opinion can be illustrated by reference to opposing views 
concerning the rdle of profits in the nazi economy. Neumann contends that 
despite progressive limitations on profits and on the freedom with which they 
can be distributed, the profit motive has manifested itself more strongly than 
ever. Hamburger, on the other hand, places the emphasis on the limitations, 
pointing out that even the payment for risk is closely hedged about and stan¢- 
ardized in conformity with the supposed protection afforded the producer 
in a controlled economy. The truth of the matter would seem to be that the 
concept “profits” as related to entrepreneural behavior has always been a 
loose one, since output decisions are frequently the result of a complex of 
factors both related and unrelated to payment for risk. Thus, although in 
present-day Germany profits have in part given place to motives of seli- 
preservation as a stimulus to output, the nature of business men’s actions 
has not altered so much as at first sight it may appear; the essence of capitalis. 
tic behavior remains. On the other hand, it is indisputable that business men 
are subservient to the government in the major decisions concerning produc- 
tion, having sacrificed the bulk of the initiative to which they were formerly 
accustomed. 

Quite apart from the foregoing considerations, this book serves as a useful 
introduction to the involved relationships between government and business 
in National Socialist Germany. It is shown that many of the present-day 
controls had their origins under previous governments (for example, the 
prohibition on new five-and-ten-cent stores under Chancellor Bruenings 
decree of March 9, 1932), but were transformed in spirit by further develop- 
ment and incorporation into the general nazi scheme. Obviously it is imposs!- 
ble in the brief space of a hundred pages to provide the reader with a full 
understanding of the extremely complicated inter-relationships among govern- 
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ment control agencies, or to give an adequate conception of the nature of the 
industry that is being subjected to control. In this connection it might be 
suggested that the general reader would have found some bibliographical 
guidance helpful. 

~ A distinctly useful contribution of this book is the collection of thumbnail 
historical sketches of the various economic controls. Examples are official 
policy toward cartels (p. 50), control of stock prices (p. 54), income tax 
law (pp. 69-70), distribution of dividends (p. 75), and stock trading (p. 80). 
Chapter VII (The Control of Prices) is rather more detailed than the others 
and, in conjunction with Chapter VIII (Control of Cost Accounting), shows 
interestingly how the practice of basing price change orders on changes in 
cost forced the introduction of a uniform and compulsory system of cost 
accounting. Problems connected with the task of obtaining compliance with 
the regulations, and the extent of evasion of control, are discussed in Chapters 
XII and XIII respectively. 

Lt. (j.g.) KENYON E. 
Washington, D.C. 


Industrial Organization; Price and Production Policies; 
Business Methods 


New Firms and Free Enterprise—Pre-War and Post-War Aspects. By ALFRED 
R. OXENFELDT, Introduction by J. M. CLark. (Washington: Am, Counc. 
on Pub, Affairs. 1943. Pp. 196. $3.25; paper, $2.50.) 


The New Enterprise has played an important réle in economic theory with- 
out ever having sat for its portrait. It is gratifying, therefore, to find an 
intrepid investigator pick up brush and palette and set to work. That the 
brush strokes are shaky and the colors crude is little wonder. Of more impor- 
tance is the fact that many of the basic character traits emerge in the shadowy 
features. 

New enterprises, Mr. Oxenfeldt reasons, are of three sorts—completely-new 
businesses, successions, and extensions. This classification deals with two sorts 
of distinctions; the difference between a new firm and a going concern; the 
difference between activity involving and not involving “economic newness.” 
Although economic newness is a matter of degree, the author finds it in firms 
entering new price lines, new geographic areas, producing new or improved 
products or utilizing new or improved methods of production, marketing or 
financing. Thus a new firm may be very “low” and an old firm very “high” 
in economic newness. All newness, it may be added, is not equally benevolent; 
on the basis of theoretical reasoning, socially useful newness is defined. 

With this logical structure as background, and utilizing insights derived from 
his experience at Dun and Bradstreet and elsewhere, Mr. Oxenfeldt formulates 
a number of basic questions which he sets out to answer by turning to the 
record. The pool of facts on which he draws consists for the most part of the 
many studies of business natality and mortality that have been made at various 
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times for local areas of the country; a study of 497 new applicants for registra- 
tion with the SEC, 1933 to 1939, by Gertrude E, Oxenfeldt; and published 
studies of Dun and Bradstreet’s data on business formations. To this store 
are added a number of new compilations of Dun and Bradstreet’s materials, 
including the number of new concerns annually from 1900 to 1941, quarterly 
data by industrial classification for 1936-1940, a study of circumstances 
surrounding the entry of 221 concerns established in New York City in 
1939, and a study of Dun and Bradstreet’s credit reports on 549 shoe con- 
cerns, 

From these materials Mr. Oxenfeldt extracts with praiseworthy ingenuity 
tentative answers to many interesting and important questions. Often he js 
forced to fill in gaps in the data—which are, of course, thin and uneven—with 
reasoning and unsupported judgments, but the reader who is willing to use 
what he gets and not fret too much about what he can’t have will enjoy the 
chapters that endeavor to answer the questions: What is the trend and cyclical 
pattern of business natality? What are the general characteristics and previous 
experience of entrepreneurs? What factors influence their choice of trade? 
How do they obtain their capital? What are the barriers to entry? How do 
the new businesses fare? The evidence, however sketchy, is marshalled so that 
it bears directly on the question under discussion. It is a nice job, though one 
wishes at times that the author had shared with the reader more of his doubts 
as to the reliability of the data and how those doubts had been resolved. 

That further investigation is urgently required, Mr. Oxenfeldt would be the 
first to state. Among the list of recommendations with which he concludes is 
a plea for a series of detailed studies for selected industries of the effects of 
new entrants on prices, profits, methods of production and investment. Ten- 
tatively he lists certain measures that seem desirable: more publicity for 
profit information; government product testing to publicize good new products 
in order that they should become known to others than the “insiders” in a 
field; financing aids for new enterprises and revisions of antitrust legislation. 
He cautions, however, that because “of their greater knowledge of profitable 
opportunities—through research, contacts with suppliers and customers, access 
to patents on new processes and products—established firms would continue 
to exploit the more profitable opportunities even if there were no barriers to 
the entry of new firms. ... A great increase in the number of persons who can 
establish a successful business is, therefore, by no means assured by these 
measures.” 

The weakness of the book, which diminishes only slightly the value of its 
factual burden, is a structural wobbliness and lack of intellectual clarity 
resulting from a double and shifting focus. Mr. Oxenfeldt talks now of new 
firms, now of entrepreneurs new and old, and now of economic newness without 
labeling his transitions clearly. This leaves the reader confused and restless. 
Only a small amount of newness of the sorts that he recognized is likely to be 
attributable to new entrants. The available data are inadequate to evaluate 
systematically, however crudely, the worth of the new enterprise as a vehicle 
for progress and the social and economic mobility associated with newness. 
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For the most part, when he essays such an evaluation, as in the discussion of 
commodity extension and invention, the data force him to assign to the new 
firm a very minor rdle. One type of newness, of particular relevance to new 
firms, he touches hardly at all—the extent to which the new enterprise helps 
to give reality to the great American legend that dreams of the straight though 
rocky road from newsboy to president. 

The study thus begs its most basic questions: Are new firms important trans- 
mitters of newness? The question is never, indeed, stated in this form; but 
it is implied by the theoretical analysis and the great emphasis on economic 
newness in the structure of a book on the new firm. This emphasis, moreover, 
implies that the question is answered in the affirmative. The difficulty seems 
to be that, though Mr. Oxenfeldt is writing about the new firm, he is really 
tremendously intrigued by the whole problem of economic mobility. Dreary as 
it may have seemed, it might well have been preferable to tailor the theoretical 
discussion more neatly to the shape of the new business enterprise as discernible 
in the data, whether as a purveyor of the economically old or the economically 
new. This would have encouraged a more rigorous distinction between fact 
and judgment. It would have permitted the bare spots in the story to beckon 
more urgently to future investigators. 

RutH P. Mack 

New York 


Transportation; Communication; Public Utilities 


Michigan Highway Finance. By Rosert S. Forp and Marvin A. Bacon. 
Governmental stud., no. 12. (Ann Arbor: Univ. of Michigan Press. 1943. 
Pp. viii, 191. 75c.) 

This volume is a study of highway financial policy in Michigan. It presents 
significant data about highway financing during the period in which the auto- 
mobile came into prominence. Three periods in the history of highway finan- 
cial policy are recognized: (1) the period prior to 1915, when highways were 
supported by statute labor, the general property tax, and, so far as city 
streets are concerned, special assessments; (2) the period from 1915 to 1932, 
when highway revenues were obtained from motorists, property owners, and 
the federal government; and (3) the period since 1932 in which the major 
part of the highway financial burden has been shifted from property owners 
to the owners of motor vehicles, and in which there has also been increased 
financial participation by the federal government. 

In the early period of the state government roads were administered and 
financed by local taxes. The automobile registration tax, or weight tax, was 
imposed in 1915, and the state gasoline tax in 1925. State aid to local units of 
government for road purposes was provided after 1905. A selected network of 
roads was designated as a state “trunkline” system in 1913. Michigan qualified 
for participation in the federal-aid program in 1917. In 1919 the state assumed 
responsibility for constructing the trunkline and federal-aid roads, but full 
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financial responsibility for the rural trunklines was not assumed by the state 
until 1925. Between 1932 and 1936 township roads were merged with thos 
of the county system, and the combined system is now largely financed by 
state-administered motor-vehicle taxes. 

Highway expenditures in Michigan reached their peak in 1930 when the 
total expenditure was nearly $109,000,000. Expenditures in 1940 were about 
$55,000,000, of which about 42 per cent was expended on the state trunkline 
system, 42 per cent on the county roads (including the roads formerly in the 
township system), and 16 per cent on city and village streets. 

Motor-vehicle taxes contributed more than 84 per cent of highway revenues 
in 1940; property taxes and assessments, 7.5 per cent; and the federal govem. 
ment, 8 per cent. Although there was extensive borrowing for highway pur 
poses during the expansion period, the use of motor-vehicle revenues to retire 
indebtedness has rapidly reduced the outstanding debt. 

Chapter IV of the study sets forth the conflicting views regarding the extent 
to which taxes on highway beneficiaries should be made high enough to enable 
the state to recover highway depreciation, interest on the investment in high. 
ways, and an allowance for taxes on highway property. The writers do not 
commit themselves definitely on these questions. No attempt is made in the 
study to estimate annual highway costs with these elements included as con. 
trasted with annual highway expenditures. 

The authors outline the opposing views concerning the relation of the 
weight, width, and speed of motor vehicles to highway design and costs, but 
arrive at no definite conclusion concerning the responsibility of different types 
of motor vehicles for highway costs. The position is adopted, however, that 
certain basic road facilities are needed for passenger cars and other light 
vehicles, and that the costs of these facilities may reasonably be apportioned 
among all classes of vehicles, but that for heavier trucks and busses extra road 
costs are incurred which justify additional charges upon such vehicles. To 
meet the extra costs which are considered to be incurred for heavy vehicles 
Michigan makes use of a graduated weight tax on all types of motor vehicles, 
and a graduated mileage tax on common and contract carriers. 

The authors point out that in 1937 the state trunkline system carried 61 
per cent of the traffic but received only 53 per cent of the motor-vehicle ta: 
revenues; the county road system carried 17 per cent of the traffic and received 
42 per cent of the motor-vehicle tax revenues; and city streets outside of the 
trunkline system carried 22 per cent of the traffic and received only 5 per cen! 
of the revenues. The authors believe that these figures indicate that too much 
of the motor-vehicle tax revenue is spent on county roads, and not enough 00 
the trunkline system and on city streets. To the reviewer these figures raise the 
question of the propriety of financing county and township roads almost entirely 
from motor-vehicle taxes, To rely on such taxes to finance county and tow 
ship roads results in placing the support of such highways on those who 
not use them or who use them very little. 

D. Lockiin 


University of Illinois 
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Economic Geography; Regional Planning; Urban Land; Housing 


Planning for the South, By JoHN V. VAN Sick. (Nashville: Vanderbilt Univ. 
Press. 1943. Pp, x, 255. $2.75.) 


The purpose of this volume is stated by the author to be that of answering 
the question as to why economic rewards are so much lower in the South than 
in other parts of the country, a situation which is viewed as needing explanation 
primarily because of its persistence over generations. At the outset, to emphasize 
his intellectual rather than emotional approach to the economic analysis in- 
volved, the author makes it clear that he is “a man without region,” though 
he admits to having long been won to the point of view of the regionalist as a 
result of having sat under Frederick Jackson Turner. The approach is desig- 
nated as liberalism, conceived of as a sort of middle way between “complete 
(totalitarian) and authoritarian remedies” and the “harshnesses,” of a /aissez- 
faire solution, which though it “has never been consistently practiced, might 
conceivably prove superior to the present system of contradictory controls.” 
The “fine old term Liberalism” is used interchangeably with the “more modern 
term Liberal Planning when referring to the ensemble of public measures which 
we regard as consistent with democratic institutions.” 

The plan of the book is first to identify the planning measures which a 
democratic state, desirous of remedying Southern conditions, may invoke 
without imperiling the liberties of its people; second, to survey the South’s 
natural and human resources; then, to pass in review various proposed goals 
for a better South, “indicating the one which appears most worthy of being 
called liberal”; subsequently, to examine ameliorative measures over which 
Southern people have substantial control, and then to analyze a number of 
measures falling within the competence of the federal government; and in the 
final two chapters, to consider the case for differential federal aid to the South, 
“together with a formula that would preserve the vitality of local institutions, 
and suggestions for changes in the federal and state fiscal systems which would 
promote the successful execution of the entire program’”—in total, a task of 
magnitude. 

A “region” is defined as “a geographic area occupied by a people who feel 
that they have more interests and loyalties in common within their own group 
than they have with those in other areas,” and the South is the “most distinctive 
region in the United States.” The term “regionalism” embodies an ideology; 
it “is an emotional loyalty to the traditions and folkways of an area, tempered 
by loyalty to the larger grouping known as the nation.” The economic welfare 
of a region is conditioned upon the effective utilization of its potential resources, 
as follows: (1) the people, including their health, and their technical and 
political skills; (2) the quantity and quality of its natural resources; and 
(3) the artificial capital at its disposal. 

With regard to population, the natural increase has been great in the South 
due to its rurality, but for some seventy years migration out of the area has 
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194 
been one of the region’s principal adjustment factors in its economy. “Th fi. _ 
rural South is the principal reservoir from which the country’s future popul. out 
tion is being recruited.”’ Because of this situation occupational versatility should aut] 
be promoted in the lower income groups to enable the migrants from the farms boo 
to climb the ladder of opportunity in the cities, Along with the population a 
problem in the South, the region’s large Negro minority is considered at some la 
length, the solution advocated being that which the late Bronislaw Malinows the ; 
advanced as “equitable segregation.” In surveying the natural resources of the a 
South, as a region, the author makes no attempt to chart an exhaustive catalogue a 
of them, but reaches the heartening conclusion, arrived at by Odum, Gerald 2 

area 
Johnson, Vance, and others, “that the area possesses the prerequisites for Ith 
diversified and vigorous economic life.” ‘ 
In discussing goals for Southern planning, the thesis of the Southern agn. - 
rians is considered at some length and refuted. Disagreement is voiced U 
with the “national-industrial thesis” of Carter Goodrich and his associate 
to the effect that “the chances of future livelihood are in general better in the 
North and West than in the South.” The case of the proponents of th Mor 
“regional-industrial thesis,” who look forward to an industrialized South in an 
increasingly industrialized nation, is viewed somewhat more favorably. Hov- «( 
ever, a synthesis leads to the conclusion that “our goal for the South calk state 
for a more diversified agriculture, varied and prosperous industries, a market- ond 
ing organization equipped to facilitate the intra-regional exchange of the take 
products of Southern agriculture and industry, and to exchange regional sur Peat 
pluses for the goods and services most advantageously obtained from outside one. 
the region, a financiai organization capable of providing at economical rates reite 
the funds for current transactions and of directing regional savings into regional natu 
opportunities, and finally a governmental organization equipped to satisly defin 
the educational, recreational, health and aesthetic needs of a civilized people.” read 
The wastage of the land through lack of sound conservation practices is impl 
considered at some length in advocacy of land classification surveys and rural plan 
zoning action programs. The general property tax is condemned, and the TI 
cadastral method of taxing land in continental Europe is advocated. The bane cern: 
of farm tenancy is exhibited, and a plea for better tenant contracts, together up o 
with an extension of Farm Security Administration procedures, is made. The sour 
operation of Social Security programs in the South is reviewed critically, tie the r 
AAA being included under this heading and coming in for a drastic drubbing these 
Such federal obstructions to progress in the South as the protective tariff, dit amp! 
ferential freight rates, the operation of the Fair Labor Standards act, the grow 
arbitrary use of the powers wielded by collective bargaining, and the policit Ec 
followed by the United States Housing Authority are discussed at some length. abser 
And following these considerations the whole matter of federal aid is taken Fede 
up with regard to its desirability and probable effectiveness toward raising rate 
economic rewards in the South. from 
Planning for the South is a serious, intellectually honest, and commendable tana, 
effort, characterized by sympathetic understanding, to apply the tools of ec? exter 
nomic analysis to the problems of a region, Unconsciously, perhaps, but almost resul 
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inevitably, it is also a statement of the economic creed and philosophy of the 
author, at times so much so as to obscure the avowed main emphasis of the 
book. For the reviewer to express unqualified approval of the various opinions, 
programs, formulas, and panaceas advanced by the author would be indiscreet, 
for he finds himself in disagreement on many points. This fact does not preclude 
the statement, however, that the reviewer considers this one of the best contri- 
butions yet made to a clearer understanding of the planning necessary to a 
better South. With all its imperfections, and there are many in materials and 
analysis, it is a forthright and sympathetic approach to the problems of the 
area, and a book which the critically intelligent Southerner will welcome 
although it is quite technical and at times will prove difficult reading for the 
layman. 
WILson GEE 
University of Virginia 


Montana: High, Wide, and Handsome. By JosepH Kinsey Howarp. (New 
Haven: Yale Univ. Press. 1943. Pp. vi, 347. $3.00.) 


“Colorado is high, having more peaks within its borders than any other 
state. Wyoming is wide, with the breadth of the plains between the Big Horns 
and the Grand Tetons. California is handsome with a splendor of success. It 
takes all three adjectives to describe Montana.” So wrote Donald Culross 
Peattie, in The Road of a Naturalist. The description is apt in more ways than 
one. This book is a history of Montana and through it runs one constant, 
reiterated theme: the terrific exploitation and waste of Montana’s great 
natural resources by men whose reckless, thoughtless behavior was most 
definitely “high, wide, and handsome.” It is a book which economists should 
read, not alone for its absorbing interest, but also for its vitally significant 
implications for economic planning, and particularly for regional economic 
planning. 

The story of the exploitation of Montana is too long to retell here. It con- 
cerns the overgrazing and overstocking of the ranges; the subsequent plowing- 
up of the grass, and the wasteful and inappropriate use of scarce water re- 
sources. It concerns also the copper mines, and the intimate relations between 
the mining corporations and the political and economic life of the state. In all 
these things indigenous Montanans had their share but, as Mr. Howard 
amply shows, the process of exploitation was considerably intensified by a 
growing absenteeism. 

Economists will be particularly interested in the author’s account of federal 
absenteeism. One example will serve as illustration. From 1919 to 1921 the 
Federal Reserve Board followed a policy of deflation, increasing the rediscount 
rate and in other ways restricting credit. This policy may have been justified 
irom the point of view of over-all national policy. It was disastrous to Mon- 
tana, Mr. Howard does not deny that many Montana banks were over- 
extended. They carried large portfolios of agricultural paper created as a 
result of the wartime expansion of prices and production. Their realizable 
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assets, moreover, were largely in the form of Liberty bonds. Thus when the 
Federal Reserve refused them credit, the banks were forced to sell Liberty 
Bonds at 80 cents on the dollar. 

Under this kind of pressure many of them failed. Yet the author maintains 
that most of their assets were realizable, and actually did pay out to the profit 
of the receivers. Thus the collapse of the Montana banking system was due 
in large part to the failure of the Federal Reserve Board to adapt its policy 
to regional differences in the various sectors of the economy. The Federal 
Reserve System may well have learned by now to avoid similar errors, for it 
has come a long way since 1921; but the implication is clear. If planning is 
to be effective in the United States it must take account of regional differ. 
ences. It would seem hardly necessary to mention so obvious a point if it 
were not for the fact that in many sectors of national economic administration, 
today, regional planning remains largely neglected. 

Mr. Howard is opposed to the wrong kind of planning, but it does not 
follow that he frowns on planning as such. Indeed, one of the most important 
aspects of his book is the case he makes for sound economic planning. He 
makes his case, not by marshalling abstract arguments pro and con, but by 
describing three significant and successful experiments in the field of agricul- 
tural planning. Teton County, Montana, was the scene of the first experiment 
in unified county planning. Montana “originated the codperative grazing 
district, set up the first such district in the United States, and provided the 
practical basis for the Taylor Grazing Act program.” Also the farm resettle- 
ment program originated in Montana, where the largest project in the United 
States is now operating. 

These are no mean achievements and Mr. Howard describes their origin and 
development in such a way as to reveal much of the secret of their success. 
First of all American planning must be democratic. In these projects “the 
planning procedure was, and remains, voluntary and democratic; nothing 
can be imposed upon the farmers without the approval of at least a majority.” 

In practice this criterion for successful planning has placed some limitations 
upon the scope of planning activities. In the first place the goals and methods 
of the plan must be understood by those affected by the plan. In the second 
place there must be a general agreement with the purposes of the plan and a 
general willingness to subordinate particular interest to the interest of the 
group. To achieve these two conditions a great deal of education and debate 
is necessary. Such requirements can be realized most easily where the plan 
is locally developed and geographically limited in extent. “. . . the planners 
had to be Montanans, with dust on their pants, able to sit down at the same 
table with the farmers, the stockmen, the merchants, and bankers; nor 
could they talk too fast and too glibly.” 

Another requirement for successful planning is that the plan should have 
flexibility. Arbitrary rules unmodified by individual and regional experience 
could not have succeeded in Montana. In fact, the local planning group 
sometimes had to resist pressure to conform to a federal plan not well-adapted 
to the Montana environment. 
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These observations are not unfamiliar to planners, even if they sometimes 
are forgotten. The great merit of Mr. Howard’s book is the interesting and 
effective way in which he illustrates them by examples from Montana’s ex- 
perience. 

There is one other observation about the conditions of democratic planning 
which is not quite so patent. Planning and the codperative self-discipline it 
requires do not come easily in the highly individualistic society which could 
countenance the exploitation which is Montana’s history. Planning finally 
came because it was born of the desperation of the drought and depression of 
the thirties. ““The catastrophe, coming just as Montana had begun to recover 
from the previous one, just as it was taking the first hesitant steps toward 
planning its future, provided the final chastening experience needed to clear 
the way for that planning. . . . For once Montana was thoroughly scared, 
scared enough to listen respectfully to the men who had been working quietly 
through the 20’s trying to sell their fellow citizens the idea of planning.” 

In his final chapter the author speaks briefly of the adverse effects of the 
war on planning. The national job is so big that regional factors may be 
forgotten and neglected in the rush to get things done for the war effort. 
Also there is a growing reaction against the very idea of planning. Shall we 
then, enter the post-war period with a group of war-created regional problems, 
and no plan to meet them? If we do, must we once more experience catas- 
trophe before we become “scared enough” to plan? These are questions about 
which every economist should be thinking today. Mr. Howard’s book will 
provide him with much to guide him in such thinking. 

Morris E. GARNSEY 

University of Colorado 


Labor and Industrial Relations 


A Short History of Labour Conditions under Industrial Capitalism. Vol. II; 
The United States of America, 1789 to the Present Day. By Jircren 
KuczynskI. (London: Muller. 1943. Pp. 228. 10s. 6d.) 

Those who have read Mr. Kuzcynski’s earlier books on labor conditions are 
familiar with his Marxian interpretation of economic facts and figures; and 
those who are now meeting him for the first time will quickly detect the 
Marxian flavor from the frequent use of such terms as “exploitation,” “ruling 
class,” and “bourgeoisie,” and from his fondness for quotations from “holy 
writ.” This does not, to be sure, wholly destroy the value of his computations 
and results because economic thought has often been advanced through con- 
troversy. But it does probably mean that many of other faiths will not be 
willing to accept what he says as the last word on the subject. 

The main contention of this book is essentially a denial of the superior status 
of American labor, about which we have been wont to boast, and of any real 
progress in labor conditions during the course of our history. Appearing 
again and again as a kind of refrain in his conclusions as to each period is the 
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claim that the increasing intensity of labor has largely robbed the worker of wha 
all the apparent gains which he has made in the matter of wages and hours, secr' 
Money wages have admittedly advanced, especially since the middle of the hart 
last century, and real wages to a less degree. But unemployment and short app! 
time make any judgment from hourly rates quite deceptive; and the higher ene! 
standard of expenditure of the present-day laborer is only a necessary means bide 
of survival under the stress and strain to which he is subjected by machine ous 
production and scientific management. duct 
Immigration and what the author calls “colonial labor,” including poor the 
whites and Negroes in the South, have afforded to the capitalist such an bene 
ample supply of cheap labor that it has been unnecessary for him to make any M 
important concessions except such as would enable the employee to endure drez 
more strenuous toil. Even the beneficent, liberalizing effect of the frontier, thar 
which has come to occupy such an authoritative place in our history books, is man 
here heavily discounted on the ground that, for the most part, wage-earners rang 
did not share in the westward movement. thro 
Doubtless these positive and somewhat pessimistic statements do not require “Spe 
that the patriotic and perhaps somewhat injured reader should immediately perf 
spring to the defense of American capitalistic production. There are, indeed, arbi 
plenty of dark spots and blemishes in our industrial history. But we had sup- nece 
posed that, partly through legislation and the organization of a better educated eral 
wage-earning group, partly through the advancement oi science and a wor! 
more enlightened self-interest on the part of employers, there had been real Y 
improvement in working conditions and in the lot of the average laborer. labo 
As to the frontier, if we interpret the term broadly to encompass all of our rich bit 
natural resources, there can be little question but that its existence and the Kuc 
stimulus which it has all along given to enterpise and mobility has been the pres 
chief factor in raising our wage-level to twice that in Great Britain and an in t 
even more favorable position as compared to wages in western Europe. As inch 
Professor Goodrich and Mr. Sol Davison are ready to point out in the study prot 
cited by Mr. Kuczynski, it is not necessary to assume that factory employees 175 
and craftsmen, as such, formed a large element in the adventurous trek to the diffe 
Middle West and beyond in order to prove that they benefited from it. Popu- case 
lation pressure in the East was none the less somewhat relieved and before adr 
long the greater supply of foodstuffs and of raw materials as well as an ex- 
panded market for manufactured goods could not but make conditions more B 
favorable.* 
Our author is himself at several places in his book quite apologetic about Uni 
the lack of statistical evidence to prove that the intensity of labor has so 
greatly increased as to offset the gain from shorter hours. He feels constrained 1 
to aepend upon general observations and upon data showing the greater pr0- pan 
ductivity per laborer in many industries. But this tends to ignore or to obscure ini 
what seems to be the real secret of the efficiency of capitalistic production and the 
* Cf. C. Goodrich and S. Davison, “The Wage-Earner in the Western Movement. IL” Com 
Pol. Sci. Mo., Vol. LI (1936), esp. p. 115. his 
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what is the nature of the demands which it makes upon human agents. That 
secret, as nearly as it can be fathomed and stated in brief form, consists in 
harnessing forces and utilizing materials which were formerly imperfectly 
applied or wholly idle. Water-power, steam, electricity, and the explosive 
energy of gasoline and oil are brought under control and made to do the 
bidding of a master mind. This improved technique, rather than more strenu- 
ous efforts on the part of labor, is chiefly responsible for increased pro- 
ductivity. Labor itself has not been largely instrumental in bringing about 
the change, and is not therefore entitled to claim too large a share of the 
benefits. 
We may agree that many jobs under conditions of mass production seem 
dreary and monotonous. But certainly the muscular energy required is less 
than under the old régime. Modern industry, although it tends to supplant 
many of the older forms of skill, requires a very considerable variety of talents, 
ranging from the planning and designing ability of the manager and engineer 
through that of the versatile and experienced skilled workman to that of the 
“specialist” and relatively untrained laborer. Scientific management, as the 
perfected type of the system, while it may have been rather hard-boiled and 
arbitrary in the beginning, has more recently found it profitable and even 
necessary to study fatigue, to provide adequate rest periods, and in gen- 
eral to adjust the task more carefully to the capabilities and welfare of the 
worker. 
Yet those who believe that reform or, at any rate, much improvement in 
labor conditions can be achieved within the confines of capitalism will be a 
bit surprised and at the same time gratified to note how much credit Mr. 
Kuczynski is willing to give to the unions. When he speaks of trade union 
pressure as being responsible for the passage of workmen’s compensation laws 
in the various states after 1911 and for much of the New Deal legislation, 
including the Social Security act and the National Labor Relations act, he is 
probably giving the unions too much rather than too little praise (pp. 166 f., 
175). Naturally it is often difficult to measure the relative weight of the 
different influences and parties bringing about legislative action; but in these 
cases it would seem to have been a combination of humanitarianism and 
adroit political management more than a labor lobby that brought results. 
WarreEN B. Catlin 
Bowdoin College 


Union Rights and Union Duties. By Jort SEIDMAN. (New York: Harcourt, 
Brace. 1943. Pp. viii, 238. $2.50.) 
The growth of trade union power during the past decade has been accom- 
panied by sharp criticism of union policies and numerous proposals for govern- 
ment regulation of union activities. Dr. Seidman has undertaken to catalog 
the alleged malpractices of unionism, to inquire whether the remedies most 
commonly proposed really meet the needs, and to suggest some remedies of 
his own. The book is well written and comprehensive, including problems 
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raised by the economic policies and coercive tactics of trade unions as well as 
problems of internal union administration. Both the college student and the 
general reader will find it stimulating and informative. 

The student of the subject will find a good deal of unclarity in the concepts 
used and in the definition and arrangement of problems. No definition of 
“responsibility” is offered at any point. While many of the criticisms of trade 
vnionism assembled by Dr. Seidman involve the definition of socially ac- 
ceptable conduct for unions and union leaders and thus raise problems of 
responsibility in a very general sense, many others are uninformed or partisan 
denunciations of union activities which the author shows to be legitimate and 
necessary. The book suffers also from preoccupation with symptoms rather 
than causes and from emphasis on pathological behavior rather than on the 
normal physiology of trade unionism. 

There is a suggestive discussion (pp. 47-48) of the inevitable divergence be- 
tween union leaders and the rank and file, following the lines of the Webbs’s 
classic analysis. There is not enough of this type of analysis, however, to 
advance the reader very far toward a political science of unionism. indeed, the 
author at times leaves impressions which one is sure he did not intend—for 
example, that maladministration of unions arises because “bad” men are 
elected to union office (pp. 49-50) and that it would disappear if “good” 
men were elected and if the AFL executive council would bestir itself to a 
crusade on the racketeers (pp. 117-18). 

Much original discussion is contained in the chapters on types of govern- 
ment regulation advocated by critics of the labor movement, particularly the 
chapter on incorporation of trade unions. Dr. Seidman explains very clearly 
the illusory nature of this “remedy,” the difficult technical problems which 
it would raise and the reasons why it would not have the results which its 
sponsors intend. 

Dr. Seidman believes, however, that increased government regulation of 
trade unions is inevitable and argues that the labor movement would be wise 
to support a reform program of its own instead of waiting for the regulations 
to be written by labor’s enemies. As elements in such a program he proposes 
legislation to ensure freedom of entrance to trade unions at a reasonable 
cost; provision for an impartial review of the disciplinary decisions of trade 
union officers by the NLRB or some other government agency; outlawing of 
strikes or picketing by a minority union where a majority union has been 
certified by the NLRB; a governmental appeal board to decide jurisdictional 
disputes which are not adjusted by the labor movement itself, strikes against 
decisions of this board to be made illegal; registration of collective agreements 
with a government agency which would have power to enforce them; and 
prohibition of strikes in such essential public services as police and fire pro- 
tection, water supply, sanitation, hospitals and power plants, coupled with 
machinery for peaceable adjustment of labor disputes in these fields. — 

The merit of this program cannot be discussed within the space available 
here. Enough has been said to indicate that Dr. Seidman has taken a useful 
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and constructive approach to the problem which may well be emulated by 
other students and friends of the labor movement, 
Lioyp G. REYNOLDS 


Johns Hopkins University 


Dictatorship of the Proletariat in the United States—A Tract for the Times. 
By Hastincs Lyon. (New York: Felsberg. 1943. Pp. 135. $1.75.) 


Reflecting some of the best thought of the early nineteenth century on the 
labor question, this book is essentially a reargument of the case of the Phila- 
delphia cordwainers, the repeal of the Combination acts, and the case of 
Commonwealth vs. Hunt. The final judgment is that the canons of labor law, 
the principles of labor economics, the institutions of collective bargaining and 
the structure of labor legislation as developed in the last hundred years have 
been one huge tragic error, 

Professor Lyon of the Columbia School of Business constructs an engaging 
folktale about “an economy of choice” in which farmers, entrepreneurs and 
investors are agreeable to receiving the “economic value” of their contribu- 
tion. With adroit statistical technique, he creates as prototypes a little farmer, 
a little business man and a little investor (including 64,000,000 policy holders). 
These groups are thoroughly innocent of economic power; they throw their 
services on the “free market” for what they will bring, which is as it should be. 
The institutional vacuum of economic life is defiled only by the “monopolistic 
psychology of the proletariate,” which endeavors toe secure special gains by 
creating and maintaining an artificial scarcity of labor, interrupts the efficient 
functioning of the economy and stands as a serious menace to political de- 
mocracy. 

The monopolistic devices of the proletariat are numerous—labor organiza- 
tions, collective bargaining, minimum wages, the standard workweek, and 
others. One must express a sort of admiration for Professor Lyon’s candor. He 
does not say that of course he approves of collective bargaining in principle. 
He does not merely attack the excesses of an unscrupulous minority. On the 
contrary, his point is that “the proletariat has become the majority, and, 
resorting to the political process, seeks to oppress the minority.” 

There are no contradictions or qualifications in his agreement. We have 
been wrong all the way. The Clayton act embodies a pernicious fallacy when it 
states that labor is not a commodity nor an article of commerce. The doctrine 
of unequal bargaining power rests on specious grounds: proficiency in higgling 
is immaterial, since there is no place for higgling in a free market; workers are 
not peculiar in needing to sell more urgently than buyers need to purchase; and 
monopolistic psychology “breaks more readily in the pursuit of profit than 
wages break under unemployment.” 

Labor unions “have for their principle purpose a conspiracy to inflict damage 
on employers in general and the economy in particular.” Moreover, “collective 
bargaining as a labor union practice . . . powerfully reinforces the monopolistic 
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tendency of the customary wage. Without collective bargaining, those readiest 
to accept less . . . tend to break down the existing customary wage.” By con- 
doning strikes, judges have tangled themselves in a web of casuistry; strikes 
are illegal conspiracies to injure the employer and “we should return to the 
doctrine of criminal conspiracy.” Objections to the use of the injunction in 
labor disputes stem from “authoritarians of pink and red tinge who believe 
in the dictatorship of the proletariat.” The standard workweek is a device to 
permit its beneficiaries to “enjoy their leisure largely at the expense of those 
who work longer.” 

These conclusions are buttressed by a kind of economic theory which finds 
a place for Robinson Crusoe and other familiar characters but utterly defies 
analysis, 

A reviewer is somewhat at a loss for comment. He can hardly be expected 
to engage in a solemn rehearsal of the counter-arguments which might be 
adduced. Professor Lyon’s dreamworld is not an appropriate medium for a 
discussion of the unfair practices of labor unions or the valid issues in labor 
relations. 

It might be added that Professor Lyon does not fail to offer constructive 
suggestions. “One may surmise,” he states, “that if labor (1) would limit its 
procreativeness more strictly and (2) valuing future consumption more than 
present, would apply itself to capital accumulation in goods rather than in 
more human beings, it could acquire a large share of ownership in the course 
of a generation or two and take part in designating management.” 

ARTHUR M. Ross 


Washington, D.C. 


Social Insurance; Relief; Pensions; Public Welfare 


Workmen’s Compensation in North Carolina 1929-1940. By J. MAYNARD 
Keecu. (Durham: Duke Univ. Press. 1942. Pp. ix, 198. $3.00.) 

As the title of this monograph implies, it is a study of the legislative history 
and an evaluation of the administration of workmen’s compensation in 4 
particular state during its formative period. Students must continue to read 
the general texts by Downey, Dodd or Hobbs and use this detailed study only 
for background in one state, Comparisons with other states are unfortunately 
infrequent and sometimes sketchy (p. 79). 

Although three bills were introduced in the North Carolina legislature in 
1913, it was not until 1929 that the state had advanced far enough along 
her road to industrialization to adopt a workmen’s compensation law modelled 
closely on the provisions of the federal longshoremen’s act. The North Caro- 
lina Conference for Social Service, aided technically by the American Associa- 
tion for Labor Legislation, sponsored a bill which was submitted to both 
organized labor and employers. The governor called a conference of all 
interested parties to draw up a compromise bill which, with a few subsequent 
changes, was adopted by the legislature. In the following years, amendments 
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were passed establishing a compensation rating and inspection bureau, an 
advisory medical committee, and separate security funds for stock and mutual 
companies that should fail. In addition, in 1935 a list of 25 occupational dis- 
eases were specified as compensable. 

The author commends the administration of the Industrial Commission, 
but suggests that the taxes on compensation insurance should go to the com- 
mission so that the safety and rehabilitation work could be enlarged, ade- 
quate statistics collected and analyzed, and the staff increased to free the 
three commissioners for policy decisions. It is to be hoped that many other 
students will follow the lead of this author in analyzing the effectiveness of 
workmen’s compensation in a given state in order to improve generally the 
laws and administration of all states. 

EVERETT D. HAWKINS 


Mount Holyoke College 
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Supt. Docs. 1944. Pp. 82. 15c.) 


Money and Banking; Short-Term Credit 


Jacopy, N. H. and Sautnter, R. J. Financing inventory on field warehousing receipt; 
Finan. research prog.; stud. in bus. finan. (New York: Nat. Bur of Econ. Research, 
1944. Pp. xv, 89. $1.50.) 


MicuHetr, H. The place of silver in monetary reconstruction. Inquiry no. 11. (New York 
Monetary Standards Inquiry. 1944. Pp. 20. 10c.) 


Rernuarot, C. H., Jr. Membership of state banks in the Federal Reserve System. (Union 
City, N.J.: Kersting Letter Service. 1943. Pp. 91. $1.) 


Ropkey, R. G. Sound policies for bank management—a discussion for bank officers and 
directors. (New York: Ronald Press. 1944. Pp. xiv, 224. $4.) 


SAULNIER, R. J. and JAcosy, N. H. Financing equipment for commercial and industrial 
enterprise. Finan. research prog., stud. in bus. finan. (New York: Nat. Bur. of Econ 
Research. 1944. Pp. xv, 95. $1.50.) 


Aktiebolaget Svenska handelsbanken: annual report for the year 1942 presented to share- 
holders on February 27, 1943. (Stockholm: Svenska Handelsbanken. [1943.] Pp. 40 


Banking and monetary statistics. Issued by Board of Governors of the Federal Reserve 
System. (Washington: Federal Reserve Board. 1943. Pp. xvi, 979. $1.50.) 

Part I contains “General statistics of all banks in the United States”; “Assets and 
liabilities of all member banks”; “Assets and liabilities.of insured banks”; “Assets and 
liabilities of weekly reporting member banks in leading cities”; “Bank debits and deposit 
turnover’; “Bank earnings’; “Bank suspensions”; “Branch, group and chain banking”; 
“Federal Reserve Banks”; “Member bank reserves, reserve bank credit, and related 
items”; “Currency”; “Money rates and security markets”; “United States Government- 
Treasury finance and government corporations and credit agencies”; “Gold”; “Interna- 
tional finance statistics.” Pt. II, “Member bank statistics by Federal Reserve districts.” 


International Trade, Finance and Economic Policy 
Conv.iFFE, J. B. Money and international trade. Inquiry no. 10. (New York: Monetary 
Standards Inquiry. 1944. Pp. 18. 10c.) 


Fe1s, H. Petroleum and American foreign policy. Commodity pol. stud. no. 3. (Stanford 
University, Calif.: Food Research Inst. 1944. Pp. vi, 62. 50c.) 


———., and others. Trade barriers to a prosperous world. (Chicago: Univ. of Chicag 
Round Table. 1944. Pp. 27. 10c.) 

Jones, J. M. A modern foreign policy for the United States. (New York: Macmillan 
1944. Pp. 94. $1.35.) 


Van ALstyNnE, R. W. American diplomacy in action; a series of case studies. Stanford 
books in world politics. (Stanford University: Stanford Univ. Press. 1944. Pp. 776. > 
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Britain's part in lend-lease and mutual aid. (New York: British Information Serv. 1944. 


Pp. 18.) 


uncil of United Nations Relief and Rehabilitation Administration, selected documents, 
t session, Atlantic City, N.J., Nov.-Dec., 1943. State Dept., conf. ser. 53. (Washington: 
pt. Docs. 1944. Pp. 215. 35¢.) 


Expenditures and commitments by United States Government in or for Latin America; 
report by Hugh Butler and reply to such report made by Kenneth McKellar, with ac- 
companying papers from heads of departments verifying same. 78th Cong., 1st sess., 
S. doc. 132. (Washington: Supt. Docs. 1943. Pp. 170. 20c.) 


Exports: comprehensive schedule no. 12 (including general information and instructions). 
Office of Exports, Office of Economic Warfare. (Washington: Supt. Docs. 1943. Pp. 
154. 20c.) 

__—: schedule B, statistical classification of domestic and foreign commodities exported 
from the United States, and regulations governing statistical returns of exports of com- 
modities. Pt. 1. Alphabetic index. Jan. 1, 1944 ed. (Washington: Bur. of the Census. 1944. 
Pp. 259. 75c.) 


Foreign relations: papers relating to foreign relations of United States, 1929. Vol. 1. (Wash- 
ington: Supt. Docs. 1943. Pp. 1035. $2.25.) 


: papers relating to foreign relations of United States, Japan, 1931-1941. Vol. 2. 
(Washington: Supt. Docs. 1943. Pp. 916. $1.75.) 


Lend-lease: thirteenth report to Congress on lend-lease operations for the fiscal period 
ended Nov. 30, 1943. (Washington: Supt. Docs. 1943. Pp. 71. 20c.) 


——; fourteenth report to Congress on lend-lease operations for the period ended Dec. 
31, 1943. (Washington: Supt. Docs. 1944. Pp. 84. 20c.) 


Report to the Council on the work of the 1943 joint session. By the League of Nations 
Economic and Financial Committee. C.1. M.1. 1944. II. A. (New Yerk: Columbia 
Univ. Press. 1944. Pp. 60. 50c.) 


United Nations Relief and Rehabilitation Administration: hearings [House Foreign Affairs 
Committee], 78th Cong., 1st and 2nd sess., on H. J. Res. 192, to enable the United 
States to participate in the work of the United Nations Relief and Rehabilitation Admin. 
Dec. 1943, Jan. 1944. (Washington: Supt. Docs. 1944. Pp. 349. 40c.) 


Business Finance; Insurance; Investments; Securities Markets 
Assott, C. C. Business finances during the critical transition from war to peace. (Boston: 
Div. of Research, Grad. School of Bus. Admin., Harvard Univ. 1944. Pp. 41. 50c.) 


———. The financial situation of industry after two years of war. (Boston: Div. of Re- 
search, Grad. School of Bus. Admin., Harvard Univ. 1943. Pp. 23. 25c.) 


—— and O’Nem, W. G. The V and VT loan arrangement and termination financing. 
Boston: Div. of Research, Grad. School of Bus. Admin., Harvard Univ. 1944. Pp. 


Butters, J. K. War profits taxation and special wartime reserves. (Boston: Grad. School 
f Bus. Admin., Harvard Univ. 1944. Pp. 54. $1.50.) 


Insurance; joint hearing [Senate Judiciary Committee], 78th Cong., 1st sess., on S. 1362, 
H. R. 3269 and H. R. 3270, to affirm that the regulation of the business of insurance 
remain within the control of the several states and that the acts of July 2, 1890 and 


Oct. 15, 1914, as amended, be not applicable to that business. Pt. 4. Dec. 1943. (Wash- 


ington: Supt. Docs, 1944. Pp. 259-490; 30c.) 
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Superintendent of Insurance, State of New York; eighty-fourth annual report, for year 
ended Dec. 31, 1942. Vol. I. Stock and mutual life insurance companies. Legal do 
(1943) no. 59. (Albany: Insurance Dept., State of New York. 1943. Pp. 205a, 630.) 


Public Control of Business; Public Administration; 
National Defense and War 


Barucn, B. M. and Hancock, J. M. Report on war and post-war adjustment policies 
Feb. 15, 1944. (Washington: Supt. Docs. 1944. Pp. 108. 20c.) 


Brain, J. M. and Utmer, M. J. Wartime prices. Pt. 1. August 1939 to Pearl Harbor 
Bur. of Lab. Stat. bull. no. 749 (Washington: Supt Docs. 1944. Pp. vi, 272. 35c.) 


Donnan, E. America at war. (Boston: Ginn. 1944. Pp. 44. 25c.) 


Garner, J. W. Studies in government and international law. Edited by J. A. Fammur, 
(Urbana: Univ. of Illinois Press. 1943. Pp. 582. $7.50.) 


Harnes, C. G. The role of the Supreme Court in American government and politics, 
1789-1835. (Berkeley: Univ. of Calif. Press. 1944. Pp. 692. $6.) 
A chronicle of the Supreme Court’s progress to its present position of independence 
and superiority in the interpretation of the law and constitutional provisions. 


Juran, J. M. Bureaucracy; a challenge to better management. \New York: Harper. 1944 
Pp. 150. $2.) 


KorrkeE, F. J. Electrical technology and the public interest—a study of our national policy 
toward the development and application of inventions. (Washington: Am. Counc. on 
Public Affairs. 1944. Pp. 199. $3; paper, $2.50.) 


MERRIAM, C. E. Public and private government. Powell lectures on philosophy, 8th ser 
(New Haven: Yale Univ. Press for Indiana Univ. 1944. Pp. ix, 78. $1.75.) 


SULLIVAN, L. Bureaucracy runs amuck. (Indianapolis: Bobbs-Merrill. 1944. Pp. 318. $2 
The author finds little to approve in the expanded range of government activities 


Wise, M. K. Requisition in France and Italy; the treatment of national private property 
and services. (New York: Columbia Univ. Press. 1944. Pp. 215. $2.75.) 


Economic and political aspects of international cartels; study made pursuant to S. Res 
107, authorizing study of the possibilities of better mobilizing the national resources of 
the United States (Washington: Supt. Docs. 1944. Pp. 83. 15c.) 


Directory of commodities and services, an index to price regulations and jurisdiction of 
operating units, Dec. 1, 1943. Office of Price Admin. (Washington: Supt. Docs. 1944 
Pp. 335.) 

This publication and 6 monthly supplements will be placed on sale at a subscription 
price of $1.00. 


Federal Trade Commission: annual report for the fiscal year ended June 30, 1943. (Wash- 
ington: Supt. Docs. 1943. Pp. 128. 20c.) 


: Vol. 36. Decisions, findings, orders and stipulations, Jan. 1-June 30, 1943. (Wash- 
ington: Supt. Docs. 1943. Pp. 1219. $1.75.) 


Index of patents issued from United States Patent Office, 1943. (Washington: Supt. Dos 
1944. Pp. 910. $2.) 


National defense program: additional report of Special Committee Investigating the No- 
tional Defense Program, pursuant to S. Res. 71 (77th Cong., and S. Res. 6, 78th Cong.) 
Pt. 14. Canol project. Pt. 15. Report of subcommittee concerning investigations oversess 
Sec. 1. Petroleum matters. 78th Cong., 2nd sess., S. rept. 10, pts. 14-15. (Washington 
Supt. Docs. 1944. Pp. 44; 80. 10c; 15c.) 


Office of Alien Property Custodian: annual report, Mar. 11, 1942, to June 30, 1943. 
(Washington: Supt. Docs. 1943. Pp. 166. 25c.) 


R 

Wi 
"1 

P 

Ten 

atu 

\ 

K» 
{ 

\ 
SCH 
Cur 
D 

P 

Sm 
B 

Hay 

( 
p 

: 


1944] TITLES OF NEW BOOKS 433 


Report of the Wartime Prices and Trade Board [Dominion of Canada], Sept. 3, 1939 
to Mar. 31, 1943; same, Apr. 1, 1943, to Dec. 31, 1943. (Ottawa: Cloutier. 1944. Pp. 
viii, 115; ii, 68.) 

Scientific and technical mobilization: hearings [Senate Military Affairs Committee], 78th 
Cong., Ist sess., pursuant to S. Res. 107, authorizing study of possibilities of better 
mobilizing the national resources of the United Statess and S. Res. 702, to mobilize 
scientific and technical resources of the nation, to establish an Office of Scientific and 
Technical Mobilization, and for other purposes. Pt. 6. Monopoly and cartel practices, 
Vitamin D. Oct. 1943. Pt. 7. Monopoly and cartel practices, titanium. Nov. 1943. 
(Washington: Supt. Docs. 1944. Pp. 713-958; 959-980. 30c; 10c.) 


Standard commodity classification: Vol. 2. Alphabetic index [of items in Vol. 1]. War 
Production Board. (Washington: Supt. Docs, 1944. Pp. 766. $1.25.) 


Transoceanic aircraft and merchant marine: executive hearings [House Merchant Marine 
and Fisheries Committee], 78th Cong., 2nd sess., on H. Res. 52, authorizing investigation 
of national defense program as it relates to Committee on Merchant Marine and Fisheries. 
Jan. 1944. (Washington: Supt. Docs. 1944, Pp. 145. 20c.) 


Industrial Organization; Price and Production Policies; 
Business Methods 


CaruisLe, N. V. and LatHam, F. B. Miracles! better living in the postwar world. (New 
York: Macmillan. 1944. Pp. 299. $2.75.) 


Hvetric, M. D. Economic control of the motion picture industry—a study in industrial 
organization. (Philadelphia: Univ. of Pennsylvania Press. 1944. Pp. x, 163. $2.) 


Know.es, A. S. and THomson, R. D. Industrial management. (New York: Macmillan. 
1944. Pp. xiv, 791. $4.50.) 


Lyon, L. S., BARKER, J. M., BAumcart, G. Your business and postwar readjustment. 
Chicago: Univ. of Chicago Press. 1944. Pp. v, 123. $1.) 


2. G. Price making in a democracy. (Washington: Brookings Inst. 1944. Pp. x, 


1, $3.50.) 


ScumupT, E. P. Small business; its place and problems. Post-war readjustments bull. no. 7. 
(Washington: Chamber of Commerce of U.S. 1943. Pp. 36.) 


Current lumber industry problems. Pt. 1. National lumber situation as of Jan. 1, 1944. 
Pt. 2. Problems of southern pine industry as of Jan. 1, 1944. 4th interim report pursuant 
to H. Res. 18. 78th Cong., 2nd sess., H. rept. 987. (Washington: Supt. Docs. 1944. 
Pp. 37. 10c.) 

Small business: hearings [Senate Spec. Committee to Study and Survey Problems of Small 
Business Enterprises], 78 Cong., 1st sess., pursuant to S. Res. 66 (78th Cong.). Pt. 29. 


Critical, strategic and essential material, 6. Aug. 1943. (Washington: Supt. Docs. 1943. Pp. 
3829-4026. 25c.) 


Marketing; Domestic Trade 


Hanna, PR. and Kruo, E. A. Marketing the things we use. (Chicago: Scott Foresman. 
1943. Pp. 315. $1.60.) 


Revzan, D. A. The wholesale price structure for oranges, with special reference to the 
Chicago auction market. Stud. in bus. admin. vol. 14, no. 1. (Chicago: Univ. of Chicago 
Press. 1944. Pp. 109.) 

25 Years—The Association of Cotton Textile Merchants of New York: 1918-1943. (New 
York: Assoc. of Cotton Textile Merchants. 1944. Pp. 62.) 
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Mining; Manufacturing; Construction 


Bain, J. S. The economics of the Pacific Coast petroleum industry. Pt. 1. Market structyr, 
Pubs. of Bus. and Econ. Research. (Berkeley: Univ. of California Press. 1944. Pp, 23. 
$2.75.) 

Barcer, H. and Scuurr, S. H. The mining industries, 1899-1939: a study of output, om 
ployment and productivity. Pub. no. 43. (New York: Nat. Bur. of Econ. Research 
Inc. 1944. Pp. xxii, 452. $3.) 


BLANcHARD, F. S. The textile industries of China and Japan; post-war opportunities 
and problems for America. (New York: Textile Research Inst. 1944. Pp. 76. $1.) 


BuRNHAM, T. H. and Hoskins, G. O. Iron and steel in Britain, 1870-1930. (New York: 
Norton. 1944. Pp. 352. $7.50.) 


Ickes, H. L. and Moore, E. H. Should the United States government develop foreign oil 
reserves? Am. Town Meeting of the Air bull., vol. 9, no. 45. (Columbus: Am. Education 
Press. 1944. Pp. 23. 10c.) ; 


Knorr, K. E. Rubber after the war. War-peace pamph. no. 4. (Stanford University, Calif 
Food Research Inst. 1944. Pp. 46. 25c.) 


Moore, G. H. Production of industrial materials in World Wars I and II. Our econ. in 
war, occasional paper 18. (New York: Nat. Bur. of Econ. Research. 1944. Pp. 81. 50c 


SINGEWALD, J. T., Jr. Bibliography of economic geology of South America. Spec. papers, 
no. 50. (New York: Geological Soc. of Am. 1943. Pp. 163. 80c.) 


Stout, W. and Lintner, E. J. Ohio’s mineral resources: 1. Coal. 2. Gypsum. Engineering 
Exp. Sta. circ. no. 45. (Columbus: Ohio State Univ. 1944. Pp. 30.) 


WotFBEIN, S. L. The decline of a cotton textile city—a study of New Bedford. Stud. in 
hist., econ. and pub. law no. 507. (New York: Columbia Univ. Press. 1944. Pp. 179 
$2.50.) 


Farm crops (synthetic rubber): hearings [Senate Agric. and Forestry Committee], 78th 
Cong., Ist sess., on S. Res. 80 (78th Cong.), extending S. Res. 224, 77th Cong., for an 
investigation relative to the production of industrial alcohol, synthetic alcohol, ond 
synthetic rubber from farm crops. Pt. 7. Sept., Oct., Nov. and Dec. 1943. (Washington 
Supt. Docs. 1943. Pp. 1835-2134. 35c.) 


Transportation; Communication; Public Utilities 


ARNOLD, T., and others. How should we regulate domestic aviation after the war? Town 
Meeting of the Air bull., vol. 9, no. 29. (Columbus: Am. Education Press. 1% 
Pp. 23. 10c.) 


Huttcren, T. Railway, trafic expansion and use of resources in World War Il. Ow 
econ. in war, occasional paper 15. (New York: Nat. Bur. of Econ. Research. 1 
P. 31. 35¢.) 


Jounston, S. P. Wings after war; the prospects of post-war aviation. (New York: Duel 
Sloan and Pearce. 1944. Pp. 138. $2.) 


JoserpHson, M. Empire of the war; Juan Trippe and the struggle for world airways 
(New York: Harcourt Brace. 1944. Pp. 245. $3.) 


Mippteton, P. H. Oil industry and transportation—prewar and postwar. (Chicago: Rail 
way. Bus. Assoc. 1943. Pp. 65. 50c.) 
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Mutuer, F. W. Public rural electrification. (Washington: Am. Counc. on Public Affairs. 
1044. Pp. viii, 183. $3.00; paper, $2.50.) 


parMeLEE, J. H. A review of railway operations in 1943. Spec. ser. no. 73. (Washington: 
Bur. of Railway Econ., Assoc. of Am. Railroads. 1944. Pp. 35.) 


Srocker, H. E. Transportation and the public welfare in war and peace. (Washington: 
Nat. Highways Users Conf. 1943. Pp. 51.) 


Wruams, E. W., Jr. The outlook for domestic air transport. Planning pamph. no. 21. 
Washington: Nat. Planning Assoc. 1943. Pp. 30. 25c.) 


Board of Investigation and Research: letter transmitting report on rate-making and rate- 
publishing procedure of railroad, motor, and water carriers. 78th Cong., 1st sess., H. 
joc. 363. (Washington: Supt. Docs. 1944. Pp. 97. 15c.) 


coc. 


Civil Aeronautics Board: annual report, 1943. (Washington: Supt. Docs. 1944. Pp. 26. 
10c.) 

Communications act, 1934: hearings [Senate Interstate Commerce Committee], 78th 
Cong., 1st sess., on S. 814 to amend the Communications act of 1934, and for other pur- 
poses. Nov. and Dec. 1943. (Washington: Supt. Docs. 1944, Pp. 1022. $1.25.) 


Federal Communications Commission: hearings [House Select Committee to Investigate 
Federal Communications Commission], 78th Cong., 1st sess., acting under H. Res. 21 
directing investigation of the Federal Communications Commission. Pt. 1. (Washing- 
ton: Supt. Docs. 1943. Pp. 1-1769. $2.25.) 


Federal Communications Commission: Vol. 9. Decisions and reports. Aug. 1, 1941-Apr. 
1, 1943. (Washington: Supt. Docs. 1943. Pp. 371. $1.25.) 


Rural electrification: hearings [House Agric. Committee], 78th Cong., 1st sess., on H. R. 
4278, to provide for control and eradication of certain animal and plant pests and 
diseases, to facilitate cooperation with the States in fire control, to provide for more 
eficient protection and management of national forests, to facilitate carrying out of 
igricultural conservation and related agricultural programs, to facilitate operation of 
Form Credit Administration and Rural Electrification Administration, to aid in the 
orderly marketing of agricultural commodities, and for other purposes. Nov. 1943 and 
Feb. 1944. (Washington: Supt. Docs. 1944. Pp. 62. 15c.) 

Rural Electrification Administration: report of administrator, 1943. (Washington: Supt. 
Docs, 1943. Pp. 19. 5c.) 


Agriculture; Forestry; Fisheries 
Bennett, M. K. Food for postwar Europe: how much and what? War-peace pamph. 
no. 5. (Stanford University, Calif.: Food Research Inst. 1944. Pp. 100. 50c.) 


FarnswortH, H. C. and CLroucu, M. A. World wheat survey and outiook, January, 1944. 
Wheat stud., vol. XX, no. 3. (Stanford University, Calif.: Food Research Inst. 1944. 


Pp. 40. $1.) 


Haysteap, L. Meet the farmers. (New York: Putnam. 1944. Pp. 221. $2.50.) 


HENNEFRUND, H. E. and Cummuncs, O. Bibliography on the Japanese in American agri- 
culture. Dept. of Agric. bibliog. bull. no. 3. (Washington: Supt. Docs. 1944. Pp. 65.) 


Hint, F. F and Harper, F A. Have we food enough for all? Pamph. no. 89. (New York: 
Public Affairs Committee. 1944. Pp. 30. 10c.) 


Kotter, E. F. The Minnesota dry milk industry. Bull. 372. ({Minneapolis:] Agric. 
Exp. Sta., Univ. of Minn. 1943. Pp. 28.) 


Pearson, F. A. and PAARLBERG, D. Food. (New York: Knopf. 1944. Pp. 260. $2.75.) 
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Recan, M. M., and others. The farm real estate situation, 1942-43. Dept. of Agric. circ 
no. 690. (Washington: Supt. Docs. 1943. Pp. 46.) 


Agricultural Adjustment Agency: report of chief, 1943. (Washington: Supt. Does, 1944 
Pp. 45. 10c.) 

Agricultural Research: report of administrator, 1943. (Washington: Supt. Docs, i944 
Pp. 236. 25c.) 


Agricultural Statistics, 1943. (Washington: Supt. Docs. 1943. Pp. 548. 65c.) 


Federal Crop Insurance Corporation: report of manager, 1943. (Washington: Supt. Docs. 
1943. Pp. 32. 10c.) 


Food Distribution Administration: report of director, 1943. (Washington: Supt. Docs 
1943. Pp. 124. 15c.) 

Food: hearings [Senate Agric. and Forestry Committee], 78th Cong., 2nd sess, on § 
1331, to provide for a more equitable distribution of food supplies through food allot- 
ment plan; to prohibit the payment of subsidies for production, processing, distribution, 
or other handling of agricultural commodities except as specifically authorized by the 
Congress; and for other purposes. Jan. 1944. (Washington: Supt. Docs. 1944. Pp. 13; 
20c.) 

Food program for 1944. (Washington: Supt. Docs. 1944. Pp. 100. 15c.) 

Food supply: hearings [Senate Agric. and Forestry Committee], 78th Cong., Ist sess, 


on food supply of United States, farm petroleum supply. Pt. 5. Sept., Oct. and Dec. 1943 
(Washington: Supt. Docs. 1943. Pp. 1609-1899. 35c.) 


Forestry: hearings [House Agric. Committee], 78th Cong., 1st sess., on S.45, to amend sec 
3 of the act of June 7, 1924 (43 Stat. 653, 16 U.S.C. 566); S. 250 to promote sustained 
yield forest management; H.R. 1456 (superseded by H.R. 3848), to amend Sec. 9 of 
act of May 22, 1928, authorizing and directing a national survey of forest resources 
Dec. 1943. (Washington: Supt. Docs. 1943. Pp. 82. 15c.) 


North Carolina forest resources and industries. Dept. of Agric., misc. pub. 533. (Wash- 
ington: Supt. Docs. 1944. Pp. 76. 25c.) 
Secretary of Agriculture: report, 1943. (Washington: Supt. Docs. 1944. Pp. 252. 30c.) 


What post-war policies for agriculture? Report of the United States Department of 
Agriculture Interbureau and Regional Committee on Post-war Programs. Farmer and 
the war, no. 7. (Washington: Supt. Docs. 1944. Pp. 13. 5c.) 


Economic Geography; Regional Planning; Urban Land; Housing 


Case, E. C. and Bercsmark, D. R. Modern world geography, economic and social 
Rev. ed. (Philadelphia: Lippincott. 1943. Pp. 758. $2.20.) 
Gates, P. W. The Wisconsin pine lands of Cornell University—a study in land policy 
and absentee ownership. (Ithaca: Cornell Univ. Press. 1943. Pp. xi, 365. $3.50.) 
LirenTHAL, D. E. TVA; democracy on the march. (New York: Harper. 1944. Pp. 262 
$2.50.) 

McGeary, M. N. The Pittsburgh Housing Authority. Stud. no. 14. (State College, Pa 
Pennsylvania State Coll. Library. 1943. Pp. 94. 50c.) 

SHANNON, I. V. Southeastern Ohio in depression and war; the disintegration of an ort 
Educ. research monog. no. 28. (Columbus: Ohio State Univ. 1943. Pp. 63. $1.) 

American housing—problems and prospects. Factual findings by M. L. Corgan. Program 
by the Hovstinc Commatrer. (New York: Twentieth Century Fund. 1944. Pp. = 
466. $3.) 
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Columbia River: hearings [House Irrigation and Reclamation Committee], 78th Cong., 
ist sess., under H. Res. 262, authorizing an investigation of the plans for the improvement 
of the Columbia River and its tributaries for the utilization of its waters and the cost 

and effect of proposed water storage, Pts. 2 and 3. Aug. and Sept. 1943, (Washington 
Supt. Docs. 1943. Pp. 461-545; 585-838. 65c each.) 

Connecticut River: hearings [House Rivers and Harbors Committee], 78th Cong., Ist 
sess. on improvement of Connecticut River between Hartford, Conn. and Holyoke, Mass. 
Oct. 1943. (Washington: Supt. Docs. 1943. Pp. 93. 15c.) 

Distribution of the matural resources of the United States by freight rate territories. 
Prepared under direction of W. H. S. Stevens. (Washington: Bur. of Stat., Interstate 
Commerce Commission. 1941. Various pp., mimeo.) 

Organization for metropolitan planning; four proposals for regional councils. (Chicago: 
Am. Soc. of Planning Officials. 1943. Pp. 76. $1.) 

Reconversion of industry to peace. Planning pamph. no. 24. (Washington: Nat. Planning 
Assoc. 1943. Pp. 28. 25¢c.) 


Labor and Industrial Relations 


Baxer, H. Employee counseling—a survey of a new development in personnel relations. 
Research rept. ser., no. 69. (Princeton: Indus. Rel. Sec., Princeton Univ. 1944. Pp. 64. 


oi. 


Bercson, A. The structure of Soviet wages—a study in socialist economics. Econ. stud. 
vol. 76. (Cambridge: Harvard Univ. Press. 1944. Pp. xvi, 255. $3.50.) 

Cronin, B. C. Father Yorke and the labor movement in San Francisco, 1900-1910. Stud. 
in econ., vol. 12. (Washington: Catholic Univ. of Am. Press. 1943. Pp. ix, 239.) 

Hare, A. E. C. Labour in New Zealand. (Wellington: Victoria Univ. Coll. 1944. Pp. 71. 
2s.6d.) 

McDovcatt, J. L. Railway wage-rates, employment and pay. (Toronto: Longmans 
Green. 1944. Pp. 34. 50c.) 

Nortorup, H. R. Organized labor and the negro. (New York: Harper. Pp. ix, 312. $3.50.) 

Peterson, F. Handbook of labor unions. (Washington: Am. Counc. on Pub. Affairs. 1944. 


Pp. 415. $5.) 
Rozerts, H. S. The rubber workers—labor organization and collective bargaining in the 
rubber industry. (New York: Harper. 1944. Pp. xiii, 441. $4.) 


Satny, S. N. Independent unions under the Wagner act. (Boston: Hildreth. 1944. Pp. 
vil, 342. $8.50.) 
Digest of state and federal labor legislation, enacted Aug. 1, 1942, to Aug. 1, 1943. Div. 


of Lab. Stand., bull. no. 63. (Washington: Supt. Docs. 1944. Pp. 67. 15c.) 


Employment and housing problems of migratory workers in New York and New Jersey 
canning industries, 1943, (Washington: Supt. Docs. 1944. Pp. 35. 10c.) 


Farm labor program: hearings [Senate Appropriations Committee], 78th Cong., 2nd sess., 
on S. J. Res. 208, making an appropriation to assist in providing a supply and distribu- 
tion of farm labor for the calendar year 1944. (Washington: Supt. Docs. 1944. Pp. 210. 

Puture policy, programme and status of the International Labour Organization. Rept. I. 
Internat. Lab. Conf., 26th sess. (Montreal: Internat. Lab. Office. 1944. Pp. vii, 194.) 
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Legislative series, Jan.-Mar., 1944. (Montreal: Internat. Lab. Office. 1944. Various pp 
$5 per year.) 

Manpower; a manual of control of employment practices, selective service regulation; 
nondeferable occupations, essential activities, manning tables. (Chicago: Commer: 
Clearing House. 1943. Pp. 215. $1.) 


National Labor Relations Board: decisions and orders. Vol. 47. Jan. 25-Mar. 10, 194: 
Vol. 50. June 1-June 30, 1943. (Washington: Supt. Docs. 1943: 1944, Pp. 1538; 1052, » 
each.) 


National Mediation Board: ninth annual report, including report of National Railrogd 
Adjustment Board, for fiscal year ended June 30, 1943. (Washington: National Media. 
tion Board. 1944. Pp. 96. 20c.) 


National war service bill: hearings [Senate Military Affairs Committee], 78th Cong, 
2nd sess., on S. 666, to provide for successful prosecution of the war through a system 
of civilian selective war service with the aid of the Selective Service System. Pts. 1 anj 
2. Jan. and Feb. 1944. (Washington: Supt. Docs. 1944. Pp. 1-100; 101-176. 15c each,) 


The organisation of employment in the transition from war to peace. Rept. III. Internat, 
Lab. Conf., 26th sess. (Montreal: Internat. Lab. Office. 1944. Pp. 179.) 


Private employment agencies; laws relating to their regulation—as of Sept. 1, 1943. Diy 
of Lab. Stand., bull. no. 57. (Washington: Supt. Docs. 1943. Pp. 514. 75c.) 


Railways: hearings [House Interstate and Foreign Commerce Committee], 78th Cong, 
Ist sess., on S. J. Res. 91 and H. J. Res. 187, to aid in effectuating the purposes of th 
Railway Labor act. Dec. 1943. (Washington: Supt. Docs. 1944. Pp. 176. 25c.) 


Rights of labor: violations of free speech and rights of labor, report of Committee on Rdu- 
cation and Labor, pursuant to S. Res. 266 (74th Cong.), to investigate violations of the 
right of free speech and assembly and interference with right of labor to organize and 
bargain collectively: Employers’ associations and collective bargaining in California 
Pts. 6 and 7. 78th Cong., ist sess., S. rept. 398, pts. 2 and 3. (Washington: Supt. Docs. 
1943. Pp. 789-1028: 1029-1127. 25c; 15c.) 


Secretary of Labor: 31st annual report for fiscal year ended June 30, 1943. (Washington: 
Supt. Docs. 1944. Pp. 43. 10c.) 

Wages in manufacturing industries in wartime. Bur. of Lab. Stat. bull. 756. (Washington: 
Supt. Docs. 1943. Pp. 28. 10c.) 


Social Insurance; Relief; Pensions; Public Welfare 


BALLAINE, W. C. Unemployment compensation in Oregon: a survey. (Eugene: Bur. of 
Bus. Research, School of Bus. Admin., Univ. of Oregon. 1944. Pp. 35. 25c.) 


Francis, B. H. What will social security mean to you? (Cambridge: Am. Inst. Econ 
Research. 1943. Pp. 88. $1.) 


Lorcn, A. Trends in European social legislation between the two world wars. Pub. 0 
the Inst. of Comparative Law, Vol. III. (New York: Inst. of Comparative Law. 194! 
Pp. 148. $2.) 

The labor legislation in Republican Germany and the social reforms in France under 
the Popular Front Government; a comparative study. 


Owen, A. D. K. The British social services. 2nd ed. (New York: Longmans Green. 1% 
Pp. 63. 36c.) 


Farm Security Administration: hearings [House Agric. Committee], 78th Cong Ish Sts, 
pursuant to H. Res. 119, creating a select committee to investigate activities 0/ roe 
Security Administration. Pt. 3. Mar. 1934. (Washington: Supt. Docs. 1944. Pp. 961-118 
30c.) 
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Federal Security Agency: annual reports, 1941-42, 1943-44. (Washington: Supt. Docs. 
1943. Pp. 65. 15¢.) 

Operations and employment of Works Projects Administration: message from the Presi- 
dent transmitting report of operations under funds appropriated to Works Projects 
Administration of Federal Works Agency by emergency relief appropriation acts, fiscal 
years 1942 and 1943, as of Nov. 30, 1943. 78th Cong., 2nd sess., H. doc. 392. (Wash- 
ington: Supt. Docs. 1944. Pp. 20. 10c.) 


Social security: hearings [House Ways and Means Committee], 78th Cong., 2nd sess., 
on arseendment adopted by the Senate, to the Revenue bill of 1943 (H.R. 3687) freezing 
the social security tax rate at 1 per cent for 1944. Rev. Jan. 13, 1944. (Washington: 
Supt. Docs. 1944. Pp. 84. 15c.) 


____: hearings [Senate Finance Committee], 78th Cong., 2nd sess., on S. 1328, to amend 
Social Security act so as to extend certain titles thereof to the Virgin Islands and Puerto 
Rico, and for other purposes. Feb. 15, 1944. (Washington: Supt. Docs. 1944. Pp. 26. 
10c.) 

Social security in America. Addresses at the National Conference on Social Security, Jan. 
10-11, 1944. (Washington: Chamber of Commerce of the U.S. of Am. 1944. Pp. 103. $1.) 


Social security: principles, and problems arising out of the war. Rept. IV. Pt. 1. Principles. 
Pt. 2. Problems arising out of the war. Internat. Lab. Conf., 26th sess. (Montreal: 
Internat. Lab. Office. 1944. Pp. 115; vii, 82.) 


Social Security Board: eighth annual report, fiscal year 1942-43. (Washington: Social 
Security Board. 1943. Pp. 100. 20c.) 
Starving peoples of Europe: hearings [Senate Foreign Relations Committee], 78th Cong., 


Ist sess., on S. Res. 100, favoring action looking to relief for starving peoples of Europe. 
Nov, 1943. (Washington: Supt. Docs. 1943. pp. 159. 30c.) 


Consumption; Income Distribution; Codperation 


Compwett, M. J. Canadian progressives on the march—the story of the rise of the 
C.C.F. (Cooperative Commonwealth Federation.) LID. pamph. ser. (New York: 
League for Indus. Democracy. 1944. Pp. 32. 15c.) 


Dameron, K., editor. Consumer problems in wartime. (New York: McGraw-Hill. 1944. 
Pp. xi, 672. $3.75.) 

Steiner, W. H. The financial problems of a fixed income group in wartime. (New York: 
Brooklyn Coll. Press. 1944. Pp. 19, mimeo.) 

Stewart, M. S. The Smiths and their wartime budgets. Pamph. no. 88. (New York: 
Public Affairs Committee. 1944. Pp. 32. 10c.) 

Codperative organisations and post-war relief. Stud. and rept. ser. H. no. 4. (Montreal: 
Internat. Lab. Office. 1944. Pp. 173. $1.) 

0 codperativismo no Brasil. (Rio de Janeiro: Serv. de Inform. Agric., Ministerio da 
Agric. 1942. Pp. 72.) 


Kentucky incomes: a statistical study of the tax returns, 1941 and 1942. Spec. rept. no. 
[Frankfort]: Department of Revenue, Commonwealth of Kentucky. 1944. Pp. 137.) 


Population; Migration; Vital Statistics 


Notestern, F, W., and others. The future population of Europe and the Soviet Union; 
population projects 1940-1970. League of Nations Pubs. ser. 2. (New York: Columbia 
Univ. Press. 1944, Pp. 315. $2.75.) 
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Wasexke, B. H. Dutch emigration to North America, 1624-1860: a short history. Bookie 
no. 10. (New York: Netherlands Information Bur. 1944. Pp. 160. 75c.) 


Vital Records Bureau: hearings [Senate Commerce Committee], 78th Cong., 2nd Sess, 
on S. 1096, to establish a bureau of vital records in United States Public Health Servic, 
and for other purposes. Jan. 13, 1944. (Washington: Supt. Docs. 1944. Pp. 52. ioc) 


General census and vital statistics in the Americas, an annotated bibliography of the 
historical censuses, and current vital statistics of the twenty-one American Republics, 
the American sections of the British Commonwealth of Nations, the American colonix 
of Denmark, France, and the Netherlands, and the American territories and possession 
of the United States. (Washington: Bur. of the Census. 1943. Pp. 151. 65c.) 


Vital statistics of the United States, 1941. Pt. 2. Natality and mortality data tabulote 
by place of residence. (Washington: Bur. of Census. 1943. Pp. 564. $2.) 


Unclassified Items 


Brown, E. Why race riots—lessons from Detroit. Pamph. 87. (New York: Public Afair 
Committee. 1944. Pp. 31. 10c.) 


FAIRCHILD, H. P., editor. Dictionary of sociology. (New York: Philosophical Lib. 194 
Pp. 342.) 


Fitzcrspon, R. H., editor. Global politics. (Berkeley: Univ. of California Press. Pp. 201 
$2.50.) 


HausporFer, W., compiler. Handbook of commercial, financial and information services 
(New York: Spec. Libraries Assoc. 1944. Pp. 207. $3.) 


Hucues, R. O. Economic citizenship. (Boston: Allyn and Bacon. 1943. Pp. 394. $1.40 


Jounson, E. R. Life of a university professor. (Philadelphia: Mrs. Helena T. Nylund 
Logan Hall, Univ. of Pennsylvania. 1943. Pp. iv, 282. $2.50.) 
The volume is devoted mainly to the author’s services in the field of transportation 


Kiizer, E. and Ross, E. J. American democracy, its problems and its achievements 
(Milwaukee: Bruce. 1944. Pp. 648. $2.80.) 


Maclver, R. M., editor. Group relations and group antagonisms; a series of addresses and 
discussions. Inst. for Religious Studies, religion and civilization ser. (New York 
Harper. 1944. Pp. 246. $2.) 


MaAcNarr, H. F., editor. Voices from unoccupied China. Lectures on the Harris Found 
1943. (Chicago: Univ. of Chicago Press. 1944. Pp. 107. $1.50.) 

These lectures on the Harris Foundation include papers on the framework of gover- 
ment, by Liu Nai-chen; problems of nutrition, by Tsai Chiao; public health, by C. K 
Cliu; economic reconstruction and planning, by Wu Ching-chao; education by Chm 
Yueh-lin, and some general social problems by Fei Hsiao-t’ung. 


Ma tory, W. H., editor. Political handbook of the world, 1944—parliaments, parties on 
press. (New York: Harper. 1944. Pp. 207. $2.75.) 


Runes, D. D., editor. The American way—selections from the public addresses and pope 
of Franklin D. Roosevelt. (New York: Philosophical Library. 1944. Pp. 71. $1.50.) 


Wuiteway, H. L. Scientific method and the conditions of social intelligence. (St. Jon's § 
Newfoundland: Author, 153 LeMarchant Rd. 1943. Pp. 188.) 


Wicox, J. K. Official war publications—guide to state, federal and Canadian publications 
(Berkeley: Bur. of Public Admin., Univ. of California, 1943. Pp. 275. $1.75.) 


Cowles Commission for Research in Economics: report for 1943. (Chicago: Univ of 
Chicago. [1944.] Pp. 19.) 
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Cumulative supplement to Code of Federal regulations of the United States of America, 
with ancillaries and index: title 4-9. (Washington: National Archives, Federal Register 
Div. 1943. Pp. 1433-2960. $3.) 


Inter-American Financial and Economic Advisory Committee: handbook of its organiza- 
tion and activities, 1939-1943. (Washington: Pan American Union. Pp. 122.) 


Selected list of the publications for the Bureau of Labor Statistics, 1943 supplement to 


1940 edition. Bur. Lab, Stat. bull. 747. (Washington: Supt. Docs. 1943. Pp. 45. 10c.) 


Social Science Research Council; [report] 1942-43. (New York: Soc. Sci. Research Counc. 
(1944.] Pp. 73.) 


War agencies of United States and New York State. 1943 ed. (Albany: State Executive 
Dept., Div. of Commerce, 1943. Pp. 163.) 
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PERIODICALS 


Economic Theory; General Works 


Cornejo, B. y Povina, A. Antoine Auguste Cournot. Rev. Econ. y Estad., No. 4, 194) 
Pp. 14. 

v. Hayek, F. A. La planificacién y el estado de derecho. Rev. Econ. y Estad., No. 1 & 2. 
1943, Pp. 18. 
. Scientism and the study of society. Pt. III. Economica, Feb., 1944. Pp. 13, 
HEIMANN, E. Franz Oppenheimer’s economic ideas. Soc. Research, Feb., 1944. Pp. | 
Istes, K. S. Employment and equilibrium: a theoretical discussion. [Review article 
Econ. Record, Dec., 1943. Pp. 13. 

Knicut, F. H. Diminishing returns from investment. Jour. Pol. Econ., Mar., 1944. Pp, 22 

LAvAYEN, B. Introduccién a las ciencias econdmicas. Necesidad de esta asignatura en 
la Facultad de Ciencias Economicas. Rev. de Ciencias Econ., July, 1943. Pp. 18. 

MiTcHELL, W. C. Economics in a unified world, Soc. Research, Feb., 1944. Pp. 10 

v. MERING, O. Some problems of methodology in modern economic theory. Am. Econ 
Rev., Mar., 1944. Pp. 11. 

Mopic.iAnt, F. Liquidity preference and the theory of interest and money. Econometrica, 
Jan., 1944. Pp. 44. 

Moreno Quintana, L. M. La integraciédn de la economia nacional. Rev. de Ciencias 
Econ., June, 1943. Pp. 22. 

Ruopes, E. C. The Pareto distribution of incomes. Economica, Feb., 1944. Pp. 11. 

Wotre, A. B. Economy and democracy. Am. Econ. Rev., Mar., 1944. Pp. 20. 


Economic History BRoNF 
Fiscuorr, E. The protestant ethic and the spirit of capitalism—the history of a cow te 
troversy. Soc. Research, Feb., 1944. Pp. 25. 
Ner, J. U. Wars and the rise of industrial civilization, 1640-1740. Canad. Jour. of Econ 
and Pol. Sci., Feb., 1944. Pp. 43. 
Rosetto, J. Alrededor de la revolucién industrial. Rev. de Ciencias Econ., June, 1943 
Pp. 6. 


National Economies 


Bain, H. F. Japan’s power of resistance. Foreign Affairs, Apr., 1944. Pp. 9. 

Bravy, A. Dominion nationalism and the Commonwealth. Canad. Jour. of Econ. and 
Pol. Sci., Feb., 1944. Pp. 17. 

Broek, J. O. M. Diversity and unity in Southeast Asia. Geog. Rev., Apr., 1944. Pp. 1! 

Bunce, A. C. The future of Korea: Pt. 1. Far East. Survey, Apr. 19, 1944. Pp. 5. 

Ciayton, E. H. The new order in occupied China. Yale Rev., Mar., 1944. Pp. 11. 

Graypanzev, A. J. Korea in the postwar world. Foreign Affairs, Apr., 1944. Pp. 5. 

Hit, W. Whither British industry? Harvard Bus. Rev., Spring, 1944. Pp. 9 

Jounstone, W. C. Australia and New Zealand agree. Far East. Survey, Feb. 25, 1944 
Pp. 5S. 
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PERIODICALS 


scuittter, R. Hungary, a Danubian problem. Soc. Research. Feb., 1944. Pp. 13. 
uncer, L. The Chinese in Southeast Asia. Geog. Rev., Apr., 1944. Pp. 22. 


Economic Systems; Post-War Planning 


pecker, C. What we didn’t know hurt us a lot. Yale Rev., Mar., 1944. Pp. 20. 

penes, E. The position of the small nation in post-war Europe. Am. Jour. of Soc., Mar., 
1944. Pp. 7. 

3ovtpinc, K. E. Desirable changes in the national economy after the war. Jour. Farm 

Feb., 1944. Pp. 6. 

DeutscH, K. W. Medieval unity and the economic conditions for an international civiliza- 
tion. Canad. Jour. of Econ. and Pol. Sci., Feb., 1944, Pp. 18. 

Ezexiet, M. Desirable changes in the national economy for the postwar period. Jour. 
Farm Econ., Feb., 1944. Pp. 9. 


FurNKoRN, D. A. El problema de post-guerra es la cuestién social. Rev. de Ciencias Econ., 
1943. Pp. 4. 
H. The Constitution vs. the peace. Yale Rev., Mar., 1944. Pp. 12. 
‘nicuT, F. H. Human nature and world democracy. Am. Jour. Soc., Mar., 1944. Pp. 13. 
R. S. The implications of economic planning for sociology. Am. Soc. Rev., Feb., 
1944. Pp. 7. 
MerriAM, C. E. The possibilities of planning. Am. Jour. of Soc., Mar., 1944. Pp. 11. 
Moreno QuinTANA, L. M. La reconstruccién erondmico-social del mundo. Rev. de Ciencias 
Econ., Oct., 1943 Pp. 8. 
varoLa, M. A. La voluntad colectiva en el gobierno de la post-guerra. Rev. de Ciencias 
Econ., Oct., 1943. Pp. 18. 
Smaons, H. C. Some reflections on syndicalism. Jour. Pol. Econ., Mar., 1944. Pp. 25. 


Statistics; Economic Mathematics; Accounting 


AD ‘. Analysis of wage stabilization regulations and procedures. Jour. Accoun- 
tancy, Feb., 1944. Pp. 17. 

| BRONFENBRENNER, M. Production functions: Cobb-Douglas, interfirm, intrafirm. Econo- 
metrica, Jan., 1944. Pp. 10. 

Browne, G. W. G. The production function for South African manufacturing industry. 
South African Jour. Econ., Dec., 1943. Pp. 11. 

Dixon, R. L. Cost accounting principals. Jour. Accountancy, Mar., 1944. Pp. 8. 

EzexieL, M. The statistical determination of the investment schedule. Econometrica, Jan., 


1944, Pp, 2 


p Gilsert, M. and Jasz1, G. National product statistics as an aid in solving economic prob- 
lems. Dun’s Rev., Feb., 1944. Pp. 3. 
National product statistics help interpret wartime economy. Dun’s Rev., Mar., 
+. Pp. 6 


Hacoop, M. J. and Ducorr, L. J. What level of living indexes measure. Am. Soc. Rev., 
Feb., 1944 Pp. 7. 


Kuzin, L. R. The statistical determination of the investment schedule: a reply, [to M. 
szekiel]. Econometrica, Jan., 1944. Pp. 2. 
SEYBOLD, R. Post-war reserve provisions as wartime costs: the viewpoint of industry. 
N.A.C.A. Bull., Feb. 1, 1044. Pp. 4. 
SHour, C. S. Post-war reserve provisions as wartime costs: the allowance of post-war 
for tax purposes. N.A.C.A. Bull., Feb. 1, 1944. Pp. 5. 
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SmitH, N. L. Cost determination in aircraft production. N.A.C.A. Bull., Feb. 15, 194 
Pp. 16. 

TinTNER, G. A note on the derivation of production functions from farm records. Econ. 
ometrica, Jan., 1944. Pp. 9. 

Vickery, C. W. Cyclically invariant graduation. Econometrica, Jan., 1944. Pp, 7. 

We tuincTon, C. O. Post-war reserve provisions as wartime costs: reserve provision; 
needed to reflect real income. N.A.C.A. Bull., Feb. 1, 1944. Pp. 8. 


Business Cycles and Fluctuations 


AsraMson, A. G. The problem of full empioyment. Harvard Bus. Rev., Spring, 1944. Pp, 9. 

BetsHaw, H. Stabilisation policy in New Zealand. Internat. Lab. Rev., Mar., 1944 
Pp. 25. 

Jones, M. V. Secular and cyclical saving propensities. Jour. Bus., Univ. Chic., Jan, 
1944. Pp. 15. 

Lacey, K. Commodity stocks and the trade cycle. Economica, Feb., 1944. Pp. 7. 

LeontieF, W. W. Output, employment, consumption, and investment. Quart. Jour. Econ, 
Feb., 1944. Pp. 25. 

Prerson, J. H. G. The underwriting of aggregate consumer spending as a pillar of full- 
employment policy. Am. Econ. Rev., Mar., 1944. Pp. 35. 


Public Finance; Fiscal Policy; Taxation 


BALLANTINE, A. A. The corporation and the income tax. Harvard Bus. Rev., Spring, 1944 
Pp. 14. 

BLAKEY, R. G. State and local postwar financial policies. Bull. Nat. Tax Assoc., Mar, 
1944. Pp. 3. 

Butters, J. K. Tax revisions for reconversion needs. Harvard Bus. Rev., Spring, 194 
Pa. 17. 

Crriacy-WantruP, C. Taxation and the conservation of resources. Quart. Jour. Econ 
Feb., 1944. Pp. 39. 

Dresser, R. B. The case for a constitutional limitation on federal taxes. Bull. Nat. Tax 
Assoc., Mar., 1944. Pp. 8. 

FornactAri, M. Las finanzas del estado y el Banco Central. Rev. Econ. y Estad., No. 3 
1943. Pp. 116. 

GriswoLp, E. N. Coérdinating federal income, estate and gift taxes. Banking Law Jour 
Mar., 1944. Pp. 12. 

Groves, H. M. and Goopman, A. B. A pattern of successful tax administration: The 
Wisconsin experience—III. Local assessment and its results. Jour. of Land and Pub. Uti 
Econ., Nov., 1943. Pp. 18. 

HAENSEL, P. The 1943 tax increases in U.S.S.R. Bull. Nat. Tax Assoc., Mar., 1% 
Pp. 3. 

Husparp, J. C. Income creation by means of income taxation. Quart. Jour. Econ., Fe, 
1944. Pp. 25. 

KAnter, A. The public debt in the financial structure. Soc. Research, Feb., 1944. Pp. 16 

Marks, H. K. Relief provisions of the excess profits tax law, including Sec. 722. NACA 
Bull., Mar. 1, 1944. Pp. 35. 

Martin, J. W. Costs of tax administration: statistics of public expenses. Bull. Nat Tax 
Assoc., Feb., 1944. Pp. 15. 

———. Costs of tax administration: expenses of compliance. Bull. Nat. Tax Assoc., Mat, 
1944. Pp. 5. 
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parrerson, E. M. War comes c.o.d. Trusts and Estates, Apr., 1944. Pp. 5. 
Roruscumip, K. W. Public expenditure in the national income: a note. Economica, Feb., 
1944. Pp. 4. 
Sanpers, T. H. Government by “accounting principles.” Harvard Bus. Rev., Spring, 1944. 
Pp. 12 
SanTAMARINA, J. A. Las finanzas nacionales y las fuersas activas de la economia. Rev. 
de Ciencias Econ., July, 1943. Pp. 12. 
Scuuttz, W. J. Sales attribution to state tax allocation formulas. Bull. Nat. Tax Assoc., 
1944. Pp. 4. 
pHARD, R. W. A mathematical theory of the incidence of taxation. Econometrica, Jan., 
944. Pp. 18. 
v, E. H. Public expenditure in the national income: a reply. Economica, Feb., 1944. 


w, T. G. Summary of important features of the revenue act of 1943. Jour. of 
cy, Apr., 1944. Pp. 10. 
isan, E. C. El impuesto a las ventas en la Repiblica Argentina. Rev. de Ciencias 
con., Apr., 1943. Pp. 12. 
wy budget. Fed. Res. Bull., Feb., 1944. Pp. 6. 
; of postwar inflation and suggested tax action. Fed. Res. Bull., Mar., 1944. 


Money and Banking; Short-Term Credit 


AseL, D. Gold, paper and prices. Bankers’ Mag., Mar., 1944. Pp. 3. 
Arnot, E. H. D. The union banking act, 1942. South African Jour. Econ., Dec., 1943. 
Pp. 23 
Bacu, G. L. Currency in circulation. Fed. Res. Bull., Apr., 1944. Pp. 11. 
Bose, S. R. Some investigations in banking, currency and prices. Indian Jour. Econ., 
Pp. 18. 
ARRANZA PEREZ, R. El sistema monetario argentino. Rev. Econ. y Estad., No. 1 and 2, 
194 . 
CiarK, L. The credit-union legal framework. Pt. II. Jour. Bus., Univ. of Chic., Jan., 
1944. Pp. 15 
T. Consumer credit charges after the war. Jour. Bus., Univ. of Chic., Jan., 


GopatswAmy, S. Codrdination and control of banking in Mysore. Indian Jour. Econ., 
July, 1943. Pp. 21. 

Haines, H. Banking thought on a world bank. Banking Law Jour., Feb., 1944. Pp. 4. 

LAWRENCE, F. F. The commercial bank in the saving field. Banking Law Jour., Feb., 1944. 

Pp. 3. 

Ortiz Mena, R. El sistema monetario de México. Rev. Econ. y Estad., No. 4, 1942. Pp. 42. 
eREZ CANTO, J. El sistema monetario de Chile. Rev. Econ. y Estad., No. 4, 1942. Pp. 

Revuicu, F. Bank money in the United States in the first half of the nineteenth century. 
south. Econ. Jour., Jan., 1944. Pp. 10. 

STEINER, W. H. The New York mutual savings banks fund. Jour. Pol. Econ., Mar., 1944. 


Pp 6 


Banking profits in 1943. Bankers’ Mag., Feb., 1944. Pp. 7. 
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International Trade, Finance and Economic Policy 


Dennett, R. UNRRA and the Far East. Far East. Survey, Apr. 5, 1944. Pp. 4. 
Eisner, F. W. Dutch assets in the United States. Banking Law Jour., Feb., 1944. Pp, 5, 
ENKE, S. The monopsony case for tariffs. Quart. Jour. Econ., Feb., 1944. Pp. 17. 


FisHER, A. G. B. International institutions in a world of sovereign states. Pol. Sci. Quart, 
Mar., 1944. Pp. 14. 


Jessup, P. C. UNRRA, sample of world organization. Foreign Affairs, Apr., 1944. Pp, 12 
Kain, R. S. Britain’s new colonial policy. Yale Rev., Mar., 1944. Pp. 18. 


Gutcu, W. B. Changes in New Zealand’s import structure. Econ. Record, Dec., 194; 
Pp. 15. 


MANN, F. K. The government corporation us a tool of foreign policy. Pub. Admin, Rey 
Summer, 1943. Pp. 11. 


Roy, P. On the nature of mercantilist tariff. Indian Jour. Econ., July, 1943. Pp. 19 


The United Nations Relief and Rehabilitation Administration. Internat. Lab. Revy., Feb, 
1944, Pp. 15. 


Business Finance; Insurance; Investments; Securities Markets 


Assott, C. C. Working capital during the transition. Harvard Bus. Rev., Spring, 1944 
Pp. 8. 


Austin, M. Observations on minimizing excess profit taxes. Jour. Accountancy, Mar, 
1944. Pp. 16. 

Ramirez G., J. D. Algunos efectos de la quiebra sobre los contratos de trabajo. Rey. de 
Ciencias Econ., April, May, 1943. Pp. 12; 16. 

WuELter, P. H. Interest rates and post-war indebtedness. Bull. Nat. Tax Assoc., Mar 
1944. Pp. 3. 

The cost of reconversion. N.A.C.A. Bull., Research ser. no. 4, Feb. 1, 1944. Pp. 20. 


Public Control of Business; Public Administration; 
National Defense and War 


BioucH, C. G. Recent changes in the renegotiation act. Jour. Accountancy, Apr 
1944. Pp. 6. 

Burton, H. The Australian war economy, May-Nov., 1943. Econ. Record, Dec., 1%! 
Pp. 13. 

CurisTENsON, C. L. Economic implications of renegotiation of government contracts. Jour 
Pol. Econ., Mar., 1944. Pp. 26. 

Fett, P. F. Government plants after the war: Canadian federation outlines constructivt 
program. Trusts and Estates, Feb., 1944. Pp. 4. 

Fraser, C. E. The war adjustment problem [war contract termination]. Law and Contem 
Prob., Winter, 1944. Pp. 20. 

Gross, B. M. The role of Congress in contract termination. Law and Contemp. Pro) 
Winter, 1944. Pp. 19. 

Lamperti, F. A. Termination organization and procedure. N.A.C.A. Bull., Apr. 1, 1% 
Pp. 21. 

Maman, L. Policies and procedures for the termination of war contracts. Law and 
Contemp. Prob., Winter, 1944. Pp. 19. 

NicHotts, W. H. Federal regulatory agencies and the courts. Am. Econ. Rev., Mar., 1 
Pp. 20. 
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prwney, H. Institutionalizing administrative controls. Am. Pol. Sci. Rev., Feb., 1944. 
Pp 10. 

creapMAN, C. W. Legal aspects of renegotiation. Mich. Law Rev., Feb., 1944. Pp. 58. 


Taytor, E. M. Contract termination financing: authorized and proposed procedures, 
Dun’s Rev., Jan., 1944. Pp. 7. 


Tissitts, K. W. The basic issue in termination: methods suggested to expedite payments. 
Dun’s Rev., Feb., 1944. Pp. 2. 


TospaL, H. R. Disposal of war surpluses. Harvard Bus. Rev., Spring, 1944. Pp. 12. 


Worxinc, E. J. [with discussion by A. C. HorrMan]. Price control and wartime pricing 
{ farm products. Jour. Farm Econ., Feb., 1944. Pp. 14. 


Industrial Organization; Price and Production Policies; 
Business Methods 
Bunce, A. Hacia la transformacién de los medios de producciédn. Rev. de Ciencias Econ., 
1943. Pp. 10. 
Ketty, W. S. Primary products prices. Econ. Record, Dec., 1943. Pp. 9. 
ScHROEDER, W. W. The impact of the war on private contracts. Mich. Law Rev., Feb., 
1944. Pp. 20. 
Vececa, S. Los precios en el comercio. Rev. de Ciencias Econ., July, 1943. Pp. 14. 
Warp, H. How English business carries on under wartime strains. Dun’s Rev., Jan., 1944. 


Marketing; Domestic Trade 


Parr, C. McK. Why the middleman? Jour. Bus. Univ. Chicago, Jan., 1944. Pp. 14. 
tH, T. R. Internal marketing of New Zealand primary products. Econ. Record, Dec., 


3. Pp. 14. 


TeeLE, S. F. and Bursk, E. C. Marketing practices of food manufacturers. Harvard Bus. 
Rev., Spring, 1944. Pp. 19. 


Mining; Manufacturing; Construction 


[. Oil in the Mackenzie Valley. Geog. Rev., Apr., 1944. Pp. 33. 


WEIDENHAMMER, R. M. and Vosxum, W. H. A national fuel policy: II. Anthracite— 
nother chance? Jour. of Land and Pub. Util. Econ., Nov., 1943. Pp. 16. 


Market prices of building materials in two wars. Mo. Lab. Rev., Mar., 1944. Pp. 10. 


Transportation; Communication; Public Utilities 


Dowett, A. A. [discussion by H. M. Haac.] Wartime transportation of farm products. 
Jour. Farm Econ., Feb., 1944. Pp. 22. 


Pace, Sin F. H. The future of the skyways; a British view. Foreign Affairs, Apr., 1944. 


RICHARDS, C. S. Shipping services of the Union Government and the possibilities of their 
development. [Portion of memorandum of evidence tendered to the South African 
Shipping Commission, Dec., 1942.] So. African Jour. Econ., Dec., 1943. Pp. 10. 


NUGGLES, C. O. Electric power and industrial development. Harvard Bus. Rev., Spring, 
1944. Pp. 16 
‘NCHEZ DE BuSTAMANTE, T. {Estatizacién o industria privada en materia de servicios 
{ de transportes y communicaciones? Rev. de Ciencias Econ., Oct., 1943. Pp. 12. 
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Agriculture; Forestry; Fisheries 


AttaaucH, L. G. [discussion by G. A. Pond.] Working with farmers to achieve maximum 
production. Jour. Farm Econ., Feb., 1944. Pp. 18. 

Brack, A. G. [discussion by O. R. Johnson]. Wartime developments in farm credit ang 
postwar implications. Jour. Farm Econ., Feb., 1944. Pp. 20. 

Brack, J. D. and Grssons, C. A. The war and American agriculture. Rev. Econ. Stat. 
Feb., 1944. Pp. 55. 

Cannino, J. B. [discussion by O. B. Jesness and R. K. Froker] Wartime developmeni; 
in food processing and preserving. Jour. Farm Econ., Feb., 1944. Pp. 12. 

Case, H. C. M. [discussion by R. J. Saville and C. A. Bonnen.] Problems of achieving 
maximum food and fiber production in the Mississippi Valley. Jour. Farm Econ., Feb, 
1944. Pp. 14. 

Cuew, A. P. Nationalistic trends in agricultural policy. Jour. Farm Econ., Feb., 1944, 
Pp. 18. 

Descartes, S. L. Land reform in Puerto Rico. Jour. Land and Pub. Util. Econ., Noy, 
1943. Pp. 21. 

Exuiott, F. F. Redirecting world agricultural production and trade toward better ny- ; 
trition. Jour. Farm Econ., Feb., 1944. Pp. 21. 

HuFFrMAan, R. E. War and post-war problems of irrigation planning in the northern 
plains. Jour. Land and Pub. Util. Econ., Nov., 1943. Pp. 12. 

Jensen, E. Rehabilitation of agriculture in German-occupied Europe. Jour. Farm Econ, 
Feb., 1944. Pp. 15. 

KENDALL, M. G. Oscillatory movements in English agriculture. Jour. Royal Stat. Soc, 
Vol. CVI, Pt. II, 1943. Pp. 33. 

MicHELL, R. L. and CurisTensEN, R. P. [discussion by C. A. Bonnen and G. A. Pond] 
Measuring maximum contribution to food needs by producing areas. Jour. Farm Econ, 
Feb., 1944. Pp. 16. 

Murray, W. G. [discussion by R. C. Engberg, and others.] Implications of land value 
control. Jour. Farm Econ., Feb., 1944. Pp. 18. 

Perapa, J. A. La produccién porcina—sur relacién con el problema maicero en Argentina. 
Rev. de Ciencias Econ., June, 1943. Pp. 24. 

Satter, L. A., Jr. Global war and peace, and land economics. Jour. Land and Pub. Util. § 
Econ., Nov., 1943. Pp. 8. 

ScHuLtTz, T. W. [discussion by W. E. Grimes and E. A. Starch.] Transition readjustment 
in agriculture. Jour. Farm Econ., Feb., 1944. Pp. 15. 

Taytor, H. C. World conditions in the postwar period that will affect Mississippi Vale 
agriculture. Jour. Farm Econ., Feb., 1944. Pp. 9. 

Votin, L. America looks at Russian agriculture. Jour. Farm Econ., Feb., 1944. Pp. 13 

The farm real estate market. Fed. Res. Bull., Mar., 1944, Pp. 4. 

Productivity in agriculture, 1909-42. Mo. Lab. Rev., Mar., 1944. Pp. 7. 


Economic Geography; Regional Planning; Urban Land; Housing 


Corean, M. L. Housing—an industrial opportunity, Internat. Lab. Rev., Feb., 1944. Pp. 1! 

Etvove, J. T. The Florida Everglades—a region of new settlment. Jour. Land and Pub. 
Util. Econ., Nov., 1943. Pp. 6. 

MERRIMAN, D. Using our marine resources. Yale Rev., Mar. 1944. Pp. 14. 

Renner, G. T. Natural resources in the post-war worid. Am. Jour. Soc., Mar. 
Pp. 11. 
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SrepHAN, L. L. Historico-economic aspects of drainage in the Florida Everglades. South. 
Econ. Jour., Jan., 1944. Pp. 15. 


Tovcn, R. and Rosrson, S. M. Post-war planning for Yankville: III. Housing in transition. 
Jour. Land and Pub. Util. Econ., 1943. Pp. 9. 


New dwelling units in nonfarm areas, 1942 and 1943. Mo. Lab. Rev., Mar., 1944. Pp. 8. 


Labor and Industrial Relations 


DanieL, H. and Bete, M. Manpower in Australia. Far East. Survey, Feb. 9, 1944. Pp. 5. 


Gamste, S. D. Daily wages of unskilled Chinese laborers, 1807-1902. Far East. Quart., 
Nov., 1943. Pp. 33. 


Karten, H. M. The American worker and his education. Soc. Research, Feb., 1944. Pp. 12. 


Kuema, M. The rise of independent unionism: the decline of labor oligopoly. Am. Econ. 
Rev., Mar., 1944. Pp. 11. 


Lester, R. A. Wages and labor costs. South Econ. Jour., Jan., 1944. Pp. 4. 


Mactaurin, W. R. Wages and profits in the paper industry, 1929-1939. Quart. Jour. Econ., 
Feb., 1944. Pp. 33. 


RecorD, J. C. The War Labor Board: an experiment in wage stabilization. Am. Econ. Rev., 
Mar., 1944. Pp. 13. 

Suister, J. Note on cyclical wage rigidity. Am. Econ. Rev., Mar., 1944. Pp. 5. 

Soute, G. Labor and the peace. Foreign Affairs, Apr., 1944. Pp. 10. 

Tart, P. Opposition to union officers in elections. Quart. Jour. Econ., Feb., 1944. Pp. 19. 


WacHENHEIM, H. Allowances for dependents of mobilised men in Germany. Internat. 
Lab. Rev., Mar., 1944. Pp. 16. 


Changes in railroad wages, 1943-44. Mo. Lab. Rev., Mar., 1944. Pp. 16. 


Conditions in the Baltic Republics and White Russian under German occupation: economic 
and labour measures in 1941-1942. Internat. Lab. Rev., Feb., 1944. Pp. 20. 


Demobilization of manpower, 1918-19: Pt. 1—Plans for returning soldiers to civil life. 
Mo. Lab. Rev., Mar., 1944. Pp. 14. 


The employment of prisoners of war in Great Britain. Internat. Lab. Rev., Feb., 1944. 
Pp. 8 

Factors determining post-war job transfers and unemployment. Mo. Lab. Rev., Feb., 
1944. Pp. 11. 

The 1.L.0. and Post-War Problems. (Includes brief addresses by E. Bevin and A. Eden.) 
Internat. Lab. Rev., Mar., 1944. Pp. 11. 

Labor conditions in Belgium. Mo. Lab. Rev., Feb., 1944. Pp. 19. 

Wartime labor relations order. Lab. Gazette, Feb., 1944. Pp. 9. 

Wartime regulation of industrial relations in Canada. Mo. Lab. Rev., 1944. Pp. 4. 


Social Insurance; Relief; Pensions; Public Welfare 
Jarach, D. Problemas economico-financieros de la seguridad social. Rev. Econ. y Estad., 
No. 3, 1943. Pp. 45. 
Sitsen, P. H. W. Relief program for the N.E.1. Far East. Survey, Apr. 5, 1944. Pp. 5. 


Free or low-cost food distribution in Latin American countries. Internat. Lab. Rev., Mar., 
1944 Pp 


The rehabilitation of discharged service personnel in New Zealand; first report of the 
Rehabilitation Board. Internat. Lab. Rev., Feb., 1944. Pp. 9. 


Subsistence homesteads as a housing and relief measure. Mo. Lab. Rev., Mar., 1944. Pp. 9. 
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Consumption; Income Distribution; Codperation 


Howenstine, E. J., Jr. The high-cost-of-living problem after World War I. South 
Econ. Jour., Jan., 1944. Pp. 13. 

Taytor, C. T. Voluntary savings and consumer behavior. South. Econ. Jour., Jan., 1944 
Pp. 7. 

Consumer incomes and expenditures in wartime. Fed. Res. Bull., Apr., 1944. Pp. 6. 

Developments in the cooperative movement in 1943. Mo. Lab. Rev., Mar., 1944. Pp, 13, 

REA coéperatives in 1942. Mo. Lab. Rev., Feb., 1944. Pp. 4. 

Spendable earnings of factory workers, 1941-1943. Mo. Lab Rev., Mar., 1944. Pp. 13. 

Trend of prices and cost of living in 1943. Mo. Lab. Rev., Feb., 1944. Pp. 25. 


Population; Migration; Vital Statistics 


Bruns, G. R. War-time fertility and the future population of Australia. Econ. Record, 
Dec., 1943. Pp. 18. 

Kirk, D. Population changes and the postwar world. Am. Soc. Rev., Feb., 1944. Pp. 8 

NoTeEsTEIN, F. W. Population and power in postwar Europe. Foreign Affairs, Apr., 1944. 
Pp. 15. 

Pinto, V. La nueva ley de inmigracién argentina. Rev. de Ciencias Econ., Apr., 1943 
Pp. 14. 

SmitH, T. L. Population trends in Japan. Am. Soc. Rev., Feb., 1944. Pp. 9. 

VieTtTI, J. Instituto Autdrquico de Colonizacién de la provincia de Buenos Aires. Rey. de 
Ciencias Econ., Apr., 1943. Pp. 14. 


Unclassified Items 


CusHMaAN, R. E. Civil liberty after the war. Am. Pol. Sci. Rev., Feb., 1944. Pp. 20. 

GOLDENWEISER, E. A. Research and policy. Fed. Res. Bull., Apr., 1944. Pp. 6. 

Posner, E. Public records under military occupation. Am, Hist. Rev., Jan., 1944. Pp. 15 

SaAveprRA L., C. La post-guerra econdmica y la Universidad. Rev. de Ciencias Econ., May 
1943. Pp. 14. 

Vatseccut, F. La organizacién profesional. Rev. de Ciencias Econ., June, 1943. Pp. 26 

Plans for the historiography of the United States in World War II. Am. Hist. Rev., Jan 
1944. Pp. 10. 


I 
neid 
at J 
pre 
l 
Ame 
ecor 
lt 
ur 
wes! 
prey 
The 
And 
And 
And 
And 
Atk 
Bea: 
Ber 
pret 
Can 
Car 
Uha 
le 
Con 


NOTES 


The fifty-seventh annual meeting of the American Economic Association will be 
held jointly with the American Political Science Association and the American Society 
for Public Administration in Washington, D.C., February 1-4, 1945, with headquarters 
at Hotel Statler. This meeting, like the two preceding ones, will be local or regional 
rather than national because of transportation conditions. Progress is being made on 
preliminary drafts of the program. Suggestions by members of the Association will be 
appreciated and should be sent to President Joseph S. Davis, Food Research Institute, 
Stanford University, California. More information concerning the meeting will appear 
in the September number of the Review. 

Leonard D. White is president and James W. Fessler, chairman of the program com- 


American Society for Public Administration and Henry Reining of the National In- 
stitute of Public Affairs is its representative on the local arrangements committee. 


The committee in charge of the Blakiston project for the reprinting of articles from 
economic journals has been reconstituted by the Executive Committee of the Association. 
It now consists of Professor Howard S. Ellis of the University of California, Professor 
Curt Anderson of Bryn Mawr College and Professor James Washington Bell of North- 
western University. The third volume in the series, on the subject of national income 
and the distributive shares, will be prepared by a special committee under the chairman- 
ship of Professor Bernard F. Haley of Stanford University. 

The first two volumes in the series are Readings in the Social Control of Industry, 
prepared under the editorship of Professor Edgar M. Hoover, Jr., University of Michi- 
gan, and Professor Joel Dean, University of Chicago; and Readings in Business Cycle 
Theory, under the editorship of Professor Gottfried Haberler, Harvard University. 


e following names have recently been added to the membership of the AMERICAN 
1c ASSOCIATION : 


Anderson, K. L., 4312 N. 4th St., Arlington, Va. 

Anderson, Ens. K., Wellesley Supply Corps School, Cazenove Hall, Wellesley, Mass. 
Anderson, P. H., 8414 Brookline, Cleveland, Ohio. 

Anderson, W. H., 663 State St., Madison 5, Wis. 

Atkinson, T. R., 128 Edgewood Ave., Columbia, Mo. 


Beane, L. E., Route 2, Box 100, Falls Church, Va. 

Berman, M. C., Hotel Belvedere, 319 W. 48th St., New York 19, N.Y. 
Breen, Rev. V. I., 245 Linden St., San Francisco, Calif. 

Brown, D. S., State Teachers College, Brockport, N.Y. 

Burk, Miss M. C., 1306 21st St., N.W., Washington 6, D.C. 


Campbell, D., British Raw Materials Mission, 1800 K St. N.W., Washington 6, D.C. 
Carr, H. N., 1898 N. 43rd St., Kansas City, Kan. 

Carroll, Rev. C., St. Louis University, 221 N. Grand Blvd., St. Louis 3, Mo. 

Charlton, J. W., 1407 Elm St., Grinnell, Iowa. 

Clarenbach, F. A., Dept. of Agric. Econ., University of Connecticut, Storrs, Conn. 

Cole G. J., 525 Ave. K, Boulder City, Nev. 

Conover, H., 419 N. Glebe Rd., Arlington, Va. 

\orrigan, Rev. J. L., 3303 10th St. N.E., Washington 17, D.C. 


Dav isson, C. N., School of Bus. Admin., University of Michigan, Ann Arbor, Mich. 
De Ford, J. F., 2310 S. 35th St., Omaha 5, Neb. 
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Fenninger, L., Jr., 1104 W. Market St., Bethlehem, Pa. 

Ferrand, Miss M. M., 4125 18th Pl. N.E., Washington 18, D.C. 
Firth, N. C., 290 Broadway, New York, N.Y. 

Flexner, Miss J. A., 1718 Army Navy Dr., Arlington, Va. 

Folz, W. E., 2141 Eye St. N.W., Apt. 412, Washington 7, D.C. 
Forth, M. L., 122 Willow Ave., Takoma Park, Md. 


Gardner, H. R., 4410 15th Ave., Brooklyn, N.Y. 

Gastaldo, J. F., 1319 Randolph St. N.W., Washington, D.C. 
Greig, Miss G. V., Wellesley College, Wellesley 81, Mass. 
Gruen, Mrs, E. D., 1650 Harvard St. N.W., Washington, D.C. 
Gunin, S. T., 2716 29th St. S.E., Washington 20, D.C. 

Gunz, M. K., 136 W. 75th St., New York 23, N.Y. 


Haldeman, C. W., American University, Washington, D.C. 

Hallaner, F. J., 3819 Jenifer St. N.W., Washington 15, D.C. 

Hammer, M., 909 Gist Ave., Silver Spring, Md. 

Harman, P., American Enterprise Assoc., 4 E. 41st St., New York 17, N.Y. 
Herzel, W. G., 12 Montrose Pk., Frankfort, Ky. 

Hess, Col. R. H., 442 Ardsley Rd., Scarsdale, N.Y. 

Hooks, Miss J. M., 3908 S. 7th St., Arlington, Va. 

Hutner, Mrs. S., Laura Scales House, Northampton, Mass. 


Jacobstein, M., 722 Jackson Pl. N.W., Washington 6, D.C. 


Kassalow, E. M., 110 35th St. S.E., Washington, D.C. 
Kelly, E. W., 5833 11th St. N., Arlington, Va. 

Kemp, Miss F. B., 88-44 16ist St., Jamaica, L.I., N.Y. 
Kenyon, K. A., 2038 Pierce Mill Rd., Washington 10, D.C. 
Korson, J. H., R.F.D. 1, Box 36, Brunswick, Me. 
Krairiksh, P., 1306 La Playa, San Francisco, Calif. 


Lang, F., Assoc. of Casualty and Surety Executives, 60 John St., New York 7, N.Y. 
Langer, H. C., Jr., Keuka College, Keuka Park, N.Y. 

Larkin, R. C., 110 E. Lane St., Raleigh, N.C. 

Lesser, J., 1495 Boulevard, New Haven, Conn. 

Levin, G., 11 35th St. S.E.,.Washington, D.C. 

Levitan, Lt. S., Control and Plan. Div., H.Q. N.Y.P.E., 58th St. and ist Ave., Brooklyn, N.Y 
Lohman, P. H., c/o Time, Inc., Time and Life Bldg., Rockefeller Center, New York 20, N.Y 


Macario, S. P., A. Garzon 2135, Cordoba, Argentina, S.A. 

Markham, Lt. J. W., 514 N. 25th St., Richmond, Va. 

Marx, W., 83-80 118th St., Kew Gardens, L.I., N.Y. 

Masterson, Rev. J. G., 487 Michigan Ave. N.E., Washington 17, D.C 
McNamara, Miss K. J., H. J. Heinz Co., P.O. Box 57, Pittsburgh, Pa. 
Miles, S. B., Jr., Lockheed Aircraft Corp., Burbank, Calif. 

Mitchell, W., Jr., 290 Broadway, New York, N.Y. 

Mitnitzky, M., Suite 3018, 61 Broadway, New York 6, N.Y. 

Morton, M. S., 4009 Van Ness St. N.W., Washington, D.C. 


Nagel, A. W., 4422 Dittmar Rd., Arlington, Va. 
Nittinger, R. A., University of Tulsa, Tulsa, Okla. 


Ormes, F. R., Wabash College, Crawfordsville, Ind. 


Patzig, R. E., 9027 Luna Ave., Morton Grove, III. 
Pearson, N. M., 4378 N. Pershing Dr., Arlington, Va. 
Pearson, Mrs. N. M., 4378 N. Pershing Dr., Arlington, Va. 
Picard, F. Q., Box 390, Athens, Ohio. 

Plaut, W., Wardman Park Hotel, Washington 8, D.C. 
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Powell, F. E., 6409 Knollbrook Dr., Hyattsville, Md. 

Prather, R. M., Westvaco Chlorine Products Corp., Chrysler Bldg., New York, N.Y. 
Rafler, Mrs. D. D., U. S. Tariff Commission, Washington 25, D.C, 

Reynolds, W. A., 350 E, 54th St., New York 22, N.Y. 

Rich, C. L., Cornell College, Mt. Vernon, Iowa. 

Ross, S. B., 2702 Wisconsin Ave. N.W., Apt. 800, Washington 7, D.C. 


Schill, R. E., 769 Clark St., Westfield, N.J. 

Shuloff, E. H., 1078 St. Johns Pl., Brooklyn, N_Y. 

Silberner, E., 29 Henry Ave., Princeton, N.J. 

Skeoch, L. A., Dept. of Pol. Econ., University of Toronto, 273 Bloor St. W., Toronto, 
Canada. 

Smith, H. P., 5403 9th St. N.W., Washington, D.C. 

Smith, Lt. P. F., U.S.S. Louisville, c/o Fleet Post Office, San Francisco, Calif. 

Spannon, A. G. N., 160 N. La Salle St., Chicago, Ill. 

Stern, Miss B. E., 3207 Highland Pl. N.W., Washington 8, D.C. 

Studybaker, A. D., 3378 Stephenson Pl. N.W., Washington 15, D.C. 

Sturc, E., c/o Czechoslovak Information Service, 1790 Broadway, New York, N.Y. 

Swantz, Ens. A., U.S.S. General W. A. Mann, Fleet Post Office, New York, N.Y. 


Torres, J. G., 35-16 76th St., Jackson Heights, N.Y. 


Urh, C. G., 3300 Clay St., San Francisco 18, Calif. 


Van Horne, J., c/o Mail Div., Department of State, Washington 25, D.C. 
Van Winkle, J. W., 774 17th, Boulder, Colo. 


Whipple, C. E., 1545 Key Blvd., Arlington, Va. 

Wickens, Mrs. D., Route 2, Vienna, Va. 

Wiedeman, H. C., U. S. Civil Service Commission, Denver, Colo. 
Williams, O. H., 609 S. Fess Ave., Bloomington, Ind. 

Wilson, H., 2711 Giddings St., Chicago 25, IIl. 

Woolfson, A. P., 721 Rittenhouse St. N.W., Washington, D.C. 


Zaglits, O., 320 Kew Gardens, 2700 Que St. N.W., Washington 7, D.C. 


Appointments and Resignations 


Joe S. Bain, Jr., of the University of California has been promoted from assistant 
professor to associate professor of economics. 

Dean O. Bowman, instructor in economics at the University of Michigan, after leaving 
the Chicago office of the Office of Price Administration to enter the Army, has been 
assigned to the Office of Strategic Services. 

Robert A. Brady of the University of California has been promoted from associate 
professor to professor of economics. 

Norman S. Buchanan has been promoted from associate professor to professor of 
economics and will return to the University of California this fall after teaching at 
the School of Business at Columbia University. 

R. P. Briggs, associate professor of economics and business at the University of 
chigan, has resigned as chief of the fiscal division of the Detroit Ordnance Office 
ecome assistant to the president of the Standard Steel Spring Company. 

Paul L. Brown has been appointed assistant professor of marketing at the University 
of North Carolina 

J Ray Cable, formerly of Washington University, on February 1 became president 
f Missouri Valley College at Marshall. 


.ohn B. Condliffe, professor of economics, will return to the University of California 
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from New Haven, where he has been associated with the Yale Institute for Internationa] 
Studies. 

Gwendolyn Crawford, formerly DuPont fellow in economics at the University of 
Virginia, has been appointed acting professor of economics at Wilson College. 

Carl Dauten, formerly at Shurtleff College, is now professor of economics and politica! 
Science at Missouri Valley College. 

Russell A. Dixon, associate professor of economics at the University of Pittsburgh, 
is working with the War Department as statistician for the price adjustment division, 

William E. Dunkman has resigned from the Office of Price Administration where 
he was price executive of the export-import price branch to become chief of the division 
of research and statistics of the banking department of the state of New York. 

Corwin D. Edwards has resigned from his position at the Department of State 
Washington, and has joined the department of economics at Northwestern University, 

Howard S. Ellis, professor of economics at the University of California, has ben 
granted leave of absence to accept a special research assignment on post-war financial 
questions undertaken by the Board of Governors of the Federal Reserve System, Wash- 
ington, at the instance of the Department of State. 

Ernest W. Gibson, formerly at Texas Christian University, is now associated with 
Haskings and Sells in Dallas. 

George G. Groat has retired as professor of economics and head of the department of 
economics at the University of Vermont and is now professor emeritus. 

James K. Hall of the University of Washington has resigned from the position of regional 
price executive of the Office of Price Administration in San Francisco to become civilian 
consultant to the Navy Department, Washington. 

J. Edward Hedges has been granted a year’s leave of absence by Indiana University to 
serve as assistant to the director, requirements and supply branch, bureau of supplies, 
Foreign Economic Administration, Washington. 

Leo Herbert has been promoted to assistant professor of accounting at the College of 
Commerce, Louisiana State University. 

Calvin B. Hoover, professor of economics at Duke University, has been engaged on a 
report for the Committee for Economic Development. 

E. M. Hoover, Jr., assistant professor of economics at the University of Michigan, re- 
sumed his work as assistant chief of the European economic section of the Office of Strategic 
Services after indoctrination as a Lieutenant in the Navy. 

Emily H. Huntington has been promoted from associate professor to professor of eco- 
nomics at the University of California. Her leave of absence has been extended so that she 
may continue as senior economist, National War Labor Board, San Francisco. 

Howard S. Kaltenborn, formerly associate disputes director for the Detroit Regional War 
Labor Board, has accepted a position with the Curtiss-Wright Corporation as supervisor 0! 
wage and salary administration and assistant to the director of industrial relations. 

M. D. Ketchum, associate professor of economics at the University of Kentucky, s 
offering courses in finance at the University of Chicago this summer. 

Thomas Kinsella, formerly price executive of the machinery branch, Office of Price Ad 
ministration, Washington, is now serving with the armed forces. 

Melvin M. Knight, professor of economics, will return to the University of California 
from Washington, where he has been with the Department of State as assistant chief in the 
division of economic studies. 

Carl Kreider has been appointed dean of Goshen College. 

C. E. Landon, who has been on leave with the Board of Investigation and Research 8 
Washington, will resume his teaching duties as assistant professor of economics at Duke 
University this summer. 


1944 


Ric 
from 
Ric 
on a! 
Dor 
and n 
Joh 
Wome 
Pau 
Colleg 
Cha 
the sp 
Pacific 
San: 
returns 
Inter-. 
Rob 
Rob 
ington 
Frar 
absenc 
minist: 
Johr 
Louisi 
Jam 
terms 
Chai 
Michig 
4 
een a 
and m 
Lewi 
grantec 
Tipt 
Darder 
study 
Victe 
now a 
Theo 
the po: 
Phili 
sociate 
Erne 
and Te 
request 
S. H 
analysi: 
Dani 
Univers 


Arth 


now as 


UNF 


ornia 


n the 


ch in 
Duke 


1944] NOTES 455 


Richard S. Landry of the department of economics at Beloit College has been promoted 
from the rank of instructor to that of assistant professor. 

Richard A. Lester, associate professor of economics at Duke University, has been working 
na report for the Committee on Economic Development. 

Donald H. Mackenzie has been promoted to the rank of professor of accounting 
and management at the College of Economics and Business, University of Washington. 

John W. May is now associate professor of economics at Pennsylvania College for 
Women. 

Paul W. Milam, professor of business administration, has been appointed dean of the 
College of Business Administration at the University of Arkansas. 

Charles J. Miller was granted leave of absence by the University of Washington for 
the spring and summer terms to engage in research on foreign trade potentialities of the 
Pacific Northwest. 

Sanford A. Mosk, assistant professor of economics at the University of California, 
returned in February after serving as principal economic analyst, Office of Coordinator of 
Inter-American Affairs, Washington. 

Robert Mosse is now visiting professor of political science at the University of Illinois. 

Robert G. Mossey, special research professor at the University of Washington, has 
resisned to accept a position as economic adviser with the French Delegation, Wash- 
ington 

Frank Munk, lecturer in economics at the University of California, is on leave .of 
absence while serving as director of the United Nations Relief and Rehabilitation Ad- 
ministration Training Center at the University of Maryland. 

John Pipkin Owen has resigned as assistant in accounting at the College of Commerce, 
Louisiana State University, to accept a position with the Standard Oil Company. 

James W. Partner was appointed associate in marketing for the spring and summer 
terms in the College of Economics and Business at the University of Washington. 

> Charles F. Remer, on leave of absence as professor of economics at the University of 
Michigan, former chief of the Far-East division of the Office of Strategic Services, has 
been appointed adviser on Far Eastern investment and finance in the division of financial 
and monetary affairs of the Department of State, Washington. 

Lewis Severson, head of the department of economics at Beloit College, has been 
granted leave of absence to do special work at the Treasury Department, Washington. 

Tipton R. Snavely of the University of Virginia has been appointed by Governor 
Darden to a commission recently created by the General Assembly of Virginia for a 
study of the sales tax. 

Victor E. Smith, formerly assistant professor of economics at Yale University, is 
now assistant professor of economics at Wellesley College. 

Theodore M. Sumberg has resigned from the Foreign Economic Administration to take 
the position of senior foreign statistician with the Federal Reserve Bank of New York. 

Philip Taft has been promoted from the rank of assistant professor to that of as- 
sociate professor of economics at Brown University. 

Emest J. Townsend, assistant professor of economics at Michigan College of Mining 
and Technology, is serving as a planning consultant to all Upper Michigan municipalities 
requesting his services. 


S. Hubert Unterberger has been appointed head economist, chief of the review and 
analysis branch, wage stabilization division of the National War Labor Board. 
_, Daniel Rutledge Vining has been promoted to the rank of associate professor at the 
vniversity of Arkansas College of Business Administration. 

Arthur G. Vieth. formerly junior economist at the Federal Reserve Bank in St. Louis, is 
how assistant professor of social science and philosophy at Missouri Valley College. 
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Charles J. Walsh, on leave of absence from Fordham University, has been appointed 
price executive of the export-import price branch of the Office of Price Administra. 
tion. 

R. S. Winslow, professor of economics at the University of North Carolina, has been 
granted a leave of absence to work with the War Production Board, Washington. 

Leo Day Woodworth is now located in Kansas City, as regional tax analyst, Federal 
Public Housing Authority, for administration of Lanham act payments in lieu of taxes 
in the states of Colorado, Kansas, Missouri, Nebraska, Utah, and Wyoming. 
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